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What did the Congressmen learn 
back home? - - - See page 2 
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An Account Properly Opened Is Half Collected 
An Account Well Collected Is Always Open 


NATION-WIDE COLLECTION SERVICE 


“On some forty claims placed with the Credit Association, Tacoma, 
against debtors in all points of the United States, they collected 97.53% 
of total in dollars, making full or partial recovery 100% of claims 
placed. We get better results at the lowest cost through N.A.C.M.” 


RICHARD C. HUNT F. S. HARMON MFG. CO. 
Credit Manager Tacoma, Washington 


Highly Satisfied 


“We are highly satisfied with your handling of our collection accounts. 
The greatest pleasure is the fact that we have never had a complaint 
from a customer about your tactics or approach, which I know from 
experience cannot be said about others. Our compliments on the fine 


work done by N.A.C.M. Collection Bureaus.” 


R. L. HOHLER THE JOYCE-CRIDLAND CO. 
Assistant Treasurer Dayton 3, Ohio 


“Splendid Sewice’ 


“We have been members of The Tampa Association of Credit Men for 
thirty-five years and have always relied on them to help collect our 
slow accounts. The service and results are the very best obtainable. 
N.A.C.M. Collection service, as well as in adjustments, have been 
entirely satisfactory to us.” 


J. S. ADAMS ADAMS - KENNEDY & CO. 
Credit & Collection Manager Tampa 1, Florida 


Ask About THE CREDIT MANAGERS’ 15-Point Collection Program 


Use Collection Bureaus “Approved” by the 


_ National Association of Credit Men 


1 Park Avenue 
New York 16, N. Y. 





33 South Clark Street 
Chicago 3, Illinois 








COMING 
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February 18-19 


Southeastern Biennial Credit 
Women’s Training Conference 
Chattanooga, Tenn. 


+ 
March 3-4 


Eastern Divisional Secretarial 
Conference 
Washington, D. C. 
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March 17-18 
North-Central Credit 
Conference 
St. Paul, Minn. 


* 
March 23-24 


Northwest Conference 
Seattle 


* 


May 14-18 
54th Annual 
Credit Congress 
Biltmore Hotel, 
Los Angeles, Calif. 


° 


October 12-14 
All-South Conference 
Shreveport 


& 
October 19-21 


Tri-State Conference 
New York 


* 
October 20-21 


Ohio Valley Regional 
Credit Conference 
Louisville, Ky. 


& 
October 26-27 


Tri-State Conference 
Waterloo, Iowa 
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A PRIMER ON CREDIT 


by LESLIE C. RUCKER 


President, Rucker Radio Wholesalers, Washington, D.C. 


UTHOR’S Note: Twenty-six 

years ago when I first went 
into business, I knew NOTHING 
about credit. For many long, hard 
and tiresome years I plodded in 
darkness on the subject. I did not 
realize the hardships which I was 
creating upon myself because I did 
not know how to conduct my affairs 
properly. I tried to read some of the 
many books on the subject but they 
were not written for men like me. 
They were not clear and to the 
point. I asked questions of men 
who did know until I learned, but 
I had learned the hard way which 
is too costly. 


ECENTLY, while attending a 

meeting of the Board of Di- 
rectors of the Washington Associa- 
tion of Credit Men of Washington, 
D. C., of which I am a member, I 
asked if anyone knew of such an 
article as I am now writing. No 
one did, and I was requested to 
write such an article for the benefit 
of the average man in business. I 
have made it into a story in which 
you and I seek credit. 

We find Mr. Jones, the Credit 
Manager of the firm with which we 
wish to open an account, to be a 
good man doing a good job for his 
company. Some of the things which 
we encounter are perhaps a little 
closer to the line than we would 
usually run into, but they are all 
basic and true and serve to bring out 
the proper way to conduct ourselves 
in business. 

I believe that you will benefit 
greatly if you will put the sug- 
gested practices into daily use in 
your own business. 
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| WISH to express my apprecia- 
tion to the following businessmen 
of prominence who have criticized 
the Primer of Credit as contained 
herein and have been of great assist- 
ance to me: 
Mr. Bruce Bair, President, Na- 
tional Savings and Trust Com- 
pany, of Washington, D. C.; Mr. 
R. Perry Yeatman, Vice-Presi- 
dent-Treasurer, National Savings 
and Trust Company of Washing- 
ton, D. C.; Mr. John H. Geiger, 
Executive Secretary, Washing- 
ton Association of Credit Men, 
Washington, D. C.; Mr. William 
J. Newman, President of Wash- 
ington Association of Credit Men, 
and Treasurer of W. R. Winslow 
Company, a. large paint distrib- 
utor; Mr. Joseph Reichgut, Past 
President of the Association, and 
Treasurer of Maloney Concrete 
Company; Mr. August L. Lahr, 
Certified Public Accountant; and 
to the Directors of the Washing- 
ton Association of Credit Men, 
who checked the article in a reg- 
ular business session and by reg- 
ular vote, passed their approval 
and it is so written in the official 
minutes of the Board Meeting 


(June 2, 1949). 


Such approvals as the above re- 
move from my mind any doubt as 
to the value of this Article to many 
thousands of men in business. 


LIKE to use the dictionary. It 
helps me to understand the use 
of words. I just looked up two 
words, “CREDIT,” and “CRED- 
ITOR.” 1 found this: “CREDIT”: 
trust given or received; mercantile 


reputation entitling one to be trusted. 
“CREDITOR”: one who gives mer- 
cantile credit; hence, one to whom 
money is due. 

With the two words to think 
about, let us see how they affect us 
in our daily business. Perhaps a 
better understanding of these words 
and their real meaning will greatly 
assist us in building our business 
reputation in the future. 

We start into business and we 
usually pay cash as we go along 
until we get to the point that we 
are spending too much time and 
effort to have cash with us all of 
the time in order to make a pur- 
chase, or we desire to send someone 
else to our supplier to make the 
purchase for us, and we do not like 
to send signed checks without 
amounts filled in. Then there is the 
matter of records which are more 
complete when we operate our busi- 
ness with charge accounts. We say 
to the friendly clerk: “I’d like to 
charge this, please.” He is always 
most accommodating and courteous 
but he has no authority to open ac- 
counts, so he says to us, “Step up 
to the office and see Mr. Jones, he is 
our CREDIT manager, you will 
find him in the first office.” 


ADLY we go up the steps. With 

a heavy feeling and each step 
seeming harder to climb as we won- 
der how loud he will yell, “No.” 
All the while ideas are racing 
through our mind, wondering what 
kind of a story would sound the 
best because we are so anxious to 
impress him with the best story 
that we can conjure up for the 
occasion. 
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Upon entering Mr. Jones’ office, 
we introduce ourselves, and with 
a warm friendly greeting we are 
invited to be seated by his deck. 
“Whew,” we think, this guy has 
already knocked our nice little story 
into a cocked hat. He seems so 
pleasant as he asks about our busi- 
ness, when we started into business, 
how we did it, how much money 
we put into it, how much business 
we are doing, why we want an 
account and how much credit we 
desire to obtain. 

Mr. Jones opens a drawer and 
takes out a pad of printed sheets 
with a number of questions. From 
the looks of the pad, we note that 
a number of the sheets have been 
used so this must be a regular 
part of his business operation to 
get these forms filled out in detail. 

He asks our trade name, address, 
telephone number and our residence 
address. Then he fills out questions 
pertaining to the first part of our 
conversation, checking the details 
again as we had related them before 
he got the pad out. How long we 
had worked at our trade before we 
started our own business and for 
whom we worked, and if we were 
married with dependents, buying our 
home or renting, whether we own 
a car and if it is paid for, where we 
bank, amount in bank and how 
much we put into the business and 
how much we draw out, whether we 
run other accounts and how much 
we owe to others. With a couple 
of references, he passes the form 
over to us to sign and then he places 
it in the drawer. 


BY this time we are wondering 
how he can be so nosey when all 
we are interested in is getting some 
credit. Is it any of his business to 
learn all of our personal affairs? 
He seems to be such a fine fellow. 
Why can’t he just get our name and 
address and let it go at that? We 
aren’t going to run away, at least 
we have no such thought. 

Mr. Jones has a job to do for his 
firm. His job is that of making 
loans of his company’s money in the 
form of letting us have his com- 
pany’s goods without paying for it 
until a later date. He may be able 
to extend a small accommodation 
account until he checks us as he ex- 
plains to us that this is regular 
practice and it will require perhaps 
a week to pass us in regular form. 


A book for business beginners 


T HIS article is reprinted by permission of the author and his publisher from 
“The Business Helper — a Non-technical Handbook for the Modern Man 
Operating a Small Business.” As a guide to the experienced this book would 
perhaps seem elementary; but to the starter in business it should be required 
reading. A copy was sent to us for revview purposes and we were so much 
impressed with its contents that we requested permission to reprint the final 
chapter which gives as lucid and straightforward an explanation of the credit 


obligations of the young merchant as we have seen. 


Other chapters in the 


book cover such aspects of business as location, buying, selling, estimating, 
overhead, banking, bookkeeping, collecting, advertising and so forth. The 
book is heartily recommended and is available at $2.00 a copy from John F. 
Rider, Publisher, Inc., 480 Canal St., New York, N. Y. 


Mr. Jones explains that his firm has 
regular dates for us to settle our 
account, which are the same dates 
that are used by most firms and that 
we are expected to comply rigidly 
with these terms if we are to build 
up a good mercantile credit rating. 

He also explains that the form 
that we have given the answers to, 
and that he wrote down according 
to our statements, is actually a 
financial statement in the simplest 
terms. As time goes on, he says 
that we should make up a simple 
form each month in order for us to 
keep an accurate check on our prog- 
ress, explaining that if we list all 
that is ours in one column and all 
that we owe in another column, we 
can readily see what gains we have 
made. 


OMEWARD bound, we dis- 
cuss the proceedings we have 
just passed through, and it occurs 
to us that maybe we had better do 
some checking on our customers, 
for if Mr. Jones is that careful about 
extending credit to us when his is a 
big firm, we had better be most 
careful because, first, it seems to 
be good business practice and, sec- 
ond, we can’t afford to take any 
risk because we are small and our 
own money is risked and if we get 
credit, we are responsible for Mr. 
Jones’ company’s money to what- 
ever extent that we are granted 
credit. We can readily see that if 
we are to be good successful busi- 
nessmen, now is the time for us to 
be careful and not get into debt 
which we cannot easily get out of, 
and surely we don’t want to be in 
that position. 
Let us realize right now that when 
credit is granted to us, it is a privi- 
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lege that we don’t dare to abuse. We 
cannot borrow Mr. Jones’ firm’s 
money and then lend it to someone 
of whom we know little. We are 
on the brink of getting ourselves 
established in business and we can- 
not afford to extend credit unless 
we know that we shall get our 
money in time to pay our bills on 
the due date. We do not want Mr. 
Jones to find out that due to our 
own poor business methods he did 
wrong in granting credit to us. 


ET’S review the transaction this 

far and see how Mr. Jones looks 
at us. He got facts from us which 
enabled him to extend a certain 
amount of credit to us. He will 
watch our account carefully, and he 
will call us or drop a note in the mail, 
calling to our attention that we are 
up to our limit, and he will request 
that we reduce the amount before 
he can extend any further credit 
to us. 

He is not mad. He is just acting 
in the same way that we act when 
we approach a dangerous curve and 
we apply the brakes on our car. 
His job is to keep us as customers 
for his firm and yet he must keep 
us within the limit of credit which 
he has set for us. When he set the 
amount in the first place he was 
careful to give us only the amount 
that was safe for both his company 
and ourselves. He knows that when 
we get to the limit we must be held 
in check, or we will not be able to 
pay our account when it is due. 

When Mr. Jones calls for a reduc- 
tion of the account, we should make 
every effort to do so at once. By 
all means, we must contact him for 
he can be our best friend, if we treat 
him according to the standard eth- 
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ics of business. To avoid him and 
to ignore his call, or letter, is poor 
policy and will not help us at all. 
Mr. Jones knows that carelessness 
on our part may hang a millstone 
around our necks which will sink 
us in business. 

The amount that was set was fair, 
and failure to observe this will in- 
dicate to Mr. Jones that we are not 
operating carefully, or that we are 
trying to do more business than our 
money justifies. It will indicate that 
we are sponging on money which is 
not ours, and we have no right to 
do this unless definite arrangements 
were made in the beginning with a 
full understanding of extra allow- 
ances permitting us to go over the 
regular amount of the credit limit 
which was set. This is done some- 
times on certain items. It must be 
understood though, and must carry 
full approval. 


ME: JONES knows from past 
experience that when an ac- 
count is permitted to over-extend, 
evils creep into the situation which 
govern us, and may permanently 
retard us from becoming a good 
healthy account for both ourselves 
and his firm. If we force him to 
shut off our credit, he knows that it 
creates an embarrassing position for 
us and that we will have to go on a 
cash basis, and we might spend our 
cash with someone else. 


Whose cash is it? It is Mr. 
Jones’ company’s money. We have 
no right to spend his firm’s money 
with his competitor. If we use the 
credit wisely, we will operate our 
business in a moderately conserva- 
tive manner, selling our products or 
doing our work and collecting our 
money, being careful to bite off only 
the amount of business which we 
can handle, and collect our money 
and pay our bills. We will then 
count on making a _ conservative 
profit on all that we do and, out of 
this profit, we can do our extend- 
ing of volume. Operating in this 
manner, we can see our business 
grow month after month. Paying 
our bills on the due date will build 
up our credit limit as we grow. 
This is what is known as establish- 
ing a good credit rating. 

As our business grows, we will 
find that we want to open other ac- 
counts. We will give Mr. Jones as 
reference. He will give us a send-off, 
just as his books indicate. If we 
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have established a good record he 
will report it just that way, but if 
we have a poor record, he must state 
only what the books show. To ask 
him to report a good record if we 
aren’t good is asking him to lie for 
us, and it would only rebound on 
him. If we ask him for a reference 
on someone whom he may know, we 
want the truth before we risk our 
money. Don’t we? 


HE other side of this credit story 

may be that we find that, due to 
conditions beyond our control, we 
cannot pay our account on the due 
date and we need more time as a 
temporary help. If we go to Mr. 
Jones and explain our position and 
the cause, he will play ball with us, 
but we must not fail him. If we 
keep our word, and use the exten- 
sion of time, then we will find that 
our credit has not been hurt but 
probably strengthened due to the un- 
expected having arisen, and then 
our showing that we were worthy of 
his additional help and by the fact 
that we did not let him down. 


Suppose that, due to our own slip- 
shod doings, we find that we can- 
not pay. Perhaps Mr. Jones has 
ridden along with us, trusting that 
we would come through and we 
have failed him. We must go to 
him and explain the truth of the 
matter, if we expect him to con- 
tinue to help us. Perhaps he will 
put us on a regular pay plan, where- 
by we can make weekly or monthly 
payments, or he may request a note 
which we can pay at the bank. He 
is entitled to this, and it should 
not hurt our feelings because he is 
entitled to settlement because that 
is the basis of his having granted 
credit to us. The only precaution 
is for us to go over our affairs with 
him, and then we can arrange terms 
which we can meet, and still con- 
tinue to do business. 


We must always remember that 
we are in business for one purpose: 
profit. If we do not operate a 
profitable business, then we should 
get out and go to work for someone 
who does know how to make a 
profit. Let us try to understand 
just what makes good business and 
then endeavor to always stay within 
the bounds of good business. 

Assume now that we have oper- 
ated for some time and our business 
is profitable, and we have accounts 
with various suppliers who respect 
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us, and our progress is most satis- 
factory, but due to seasonable or 
other temporary conditions, we find 
that we need cash to pay our bills to 
take advantage of cash discounts 
which are clean-cut net profits which 
we cannot afford to lose. We go to 
the bank and request a loan for the 
above purpose. The bank will want 
to know quite a bit about us. How 
we operate, and a number of details 
similar to those which Mr. Jones 
requested when we first went to 
him. We present all facts to the 
bank and, if our record is good, we 
will get our loan. 

Normally we borrow from the 
bank at six per cent interest which 
is based on a yearly rate. The bank 
interest figures one-half of one per 
cent per month. We will probably 
get two per cent a month for paying 
promptly at all our suppliers. This 
figures twenty-four per cent a year. 
Therefore, we can readily see that 
to borrow from the bank in order to 
take advantage of our trade dis- 
counts is good business, because we 
keep our profit and build up our 
credit at the same time. This is the 
way banks make money, and is 
standard banking practice. 

Remember this: Credit is easier 
to get than it is to keep. It is 
entirely up to us now, whether 
we succeed or fail. 


CCNY Has Unique 
Program in Credit 
Management Training 


NDER the _ educationally 
U unique Credit Management 
Training Program of the City 
College School of Business and Civic 
Administration, carefully screened 
seniors, who wish to enter the credit 
profession, work twenty hours a 
week for a year in mercantile agen- 
cies and business credit departments 
while attending their regular classes. 
They receive credit towards a Bach- 
elor of Business Administration De- 
gree and are rated by their employers 
on their ability and capacities 
The program, which was inaugu- 
rated last February, is guided by an 
Advisory Committee which suggests 
material to be used as subject matter 
in credit courses and provides infor- 
mation for credit agencies desiring 
to enter the program. 
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The Credit Side of 


CUSTOMER RELATIONS 


by W. R. DUNN 
General Credit Manager, General Foods Corporation, New York 


N interesting statement 
A about public relations ap- 

peared recently in a Fortune 
article entitled “Business Is Still in 
Trouble.” The point of the article 
was that only good public relations, 
that is, good performance that is 
understood and appreciated, will in- 
sure the continuance of our present 
economic system. In this connec- 
tion, the role of the public relations 
specialist was discussed along with 
the need for men of high and un- 
impeachable principles. A prominent 
man in this field was quoted as say- 
ing that a man in public relations 
work ought to resign from his job 
rather than do anything that would 
violate his own personal principles 
or standards of conduct. 


N OW public relations is fre- 

quently referred to today as a 
new profession, but the expert whom 
I just mentioned said that if a public 
relations man isn’t willing to resign 
rather than violate his principles, 
there is no use in his talking about 
being a member of a new profession 
because he has placed himself in the 
position of being a member of the 
oldest. 

This reference to the so-called 
oldest profession, although perhaps 
clever, is, in my judgment, most un- 
fortunate, for public relations itself, 
if not the oldest, is certainly one of 
the oldest skills or crafts known to 
mankind. 

All that is new about public rela- 
tions is that most of us in business 
have only in the past ten or twenty 


years come to appreciate the close 
relationship between “good public 
relations’ and “good business.” 
Further than this, it has only been 
recently that we have realized that 
whether our relations with the gen- 
eral public and our various special 
publics are good or bad depends 
largely on how well we are serving 
these publics. 


NE of the first things we have 

to consider is the important 
role that attitude plays. Take, for 
instance, the case of the salesman 
in a department store, who was fired 
for being rude to a customer. Some 
weeks later the store manager no- 
ticed him on the street in a police 
uniform. ‘Well, Brown, how do 
you like this job?” he asked him. 
“Fine,’ was the answer, “and the 
best part of it is that the customer 
is never right.” 

It is no longer necessary to de- 
fend the importance to business of 
good public relations. Powerful 
social, economic, and _ political 
changes in recent years have ren- 
dered the old “public be damned” 
attitude on the part of business as 
old fashioned and out of date as the 
horse and buggy. Business is a 
servant of the people. The cus- 
tomers, the man in the street, the 
voter, the public—these are our 
bosses. Unless our relations with 
the public are good our business 
charters are worth no more than 
the paper on which they are printed. 

You are probably asking: What 
does all this have to do with the 
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credit function in business? In my 
opinion, it has a great deal to do 
with credit and every aspect of 
business. 


yy. over 1500 salesmen rep- 
resenting my company are 
selling our products in every corner 
of every state in the Union. Whether 
he knows it or not, each one of 
these salesmen is influencing the 
acceptance of our company as a 
socially useful, worthwhile business 
organization at the same time that 
he is striving to win acceptance for 
General Foods products. 

At the same time a great many 
other employes of our company are 
writing letters to stockholders, tele- 
phoning suppliers, evaluating and 
being evaluated by applicants for 
jobs, developing new products, for- 
mulating policies, and doing many 
other things which today, and in 
the future, will help to shape and 
determine our relations with the gen- 
eral public and with the many spe- 
cial publics with which any large 
organization deals. 


As credit men our primary inter- 
est is in that special public which 
consists of our customers and our 
potential customers. Although our 
corporate relations with this par- 
ticular public rise and fall, depending 
on how well everyone in our com- 
pany does his part, it is the one 
group with which we, as credit 
people, came in constant and close 
contact. We thus have a special, 
although not exclusive, responsi- 
bility for our company’s relations 
with our customers. How can we 
best fulfill this responsibility ? 


— attempting to answer 
this question let me make one 
point clear. I do not advocate that 
the credit manager in doing his job 
should substitute any other word for 
NO when NO is indicated by the 
facts. When a negative answer is 
required it must be given—courage- 
ously and without equivocation. 

Nevertheless, I do not feel that 
the essential use of the negative in 
our work means that the credit func- 
tion, when considered from the over- 
all point of view of business, is a 
negative function. On the contrary, 
our jobs are just as positive and 
equally as constructive to our com- 
panies as thinning an apple tree is 
to the farmer. 








IT me use one other analogy. 
Some of us have in our day wit- 
nessed the development of the auto- 
mobile from the beginning. There 
are plenty of Model T Fords still 
on the roads and even a few Stanley 
Steamers. During our lifetime 
almost every piece of machinery in 
and on automobiles has changed 
radically or has been entirely elimi- 
nated. The most modern cars are 
dispensing with the clutch pedal, 
for example. 

There are two things, however, 
that were on the first cars that are 
still on the latest models. One is 
the accelerator and the other is the 
brake. Of course their designs have 
been changed and improved but I 
doubt that either can be eliminated 
without ruining the safe perform- 
ance of the car. 

Now we could say that the pur- 
pose of an automobile is to get us 
somewhere and that therefore the 
accelerator is the positive force in 
the car. Because the brake stops 
the machine we could say that the 
brake is a negative force. The fact 
remains that not many of us would 
be willing to ride in an automobile 
without a brake, that a reliable brake 
is, in many ways, the most impor- 
tant piece of equipment on the car. 
We use it when we have a need, 
sometimes a desperate need, to stop 
or to slow down. It is for this rea- 
son that I think a brake is a positive 
force in an automobile and that a 
credit manager’s NO is a positive 
function in a business organization. 


HAVE stated that within the 

general area of business public 
relations, good customer relations 
depend on what a company, or rather 
the people who make up the com- 
pany, can do and say to make its 
customers look upon the company 
and its products with favor. How 
can those of us who are charged 
with the credit function in our or- 
ganizations contribute to good cus- 
tomer relations? 

Obviously, there are some things 
that are important to good customer 
relations about which most of us 
can do very little. We can’t very 
well control the quality of our com- 
pany’s products or design new ones, 
for example, although factors such 
as these are important to our cus- 
tomers. Nevertheless almost every- 
thing that we do has important cus- 
tomer relations implications, some 











of which are likely to get us into 
difficulties on occasion. Sometimes 
these complications are considered 
as part of the hazards of doing 
business today, and many people 
wonder why anyone remains in 
business at all. One firm may have 
found the answer. In a recent letter 
to their customers they stated: 
“We have been in business 
since 1870. We have been pleas- 
ing and displeasing ever since. 
We have been cussed and dis- 
cussed, boycotted, talked about, 
lied to, hung up, held up and 
robbed. The only reason we are 
staying in business is to see what 
the hell is going to happen next.” 


LL of us are accustomed to 

measuring our credit risks 
against the three C’s—Character, 
Capital and Capacity. I heard a 
remark the other day about Char- 
acter. The speaker said that Char- 
acter is made by what you stand 
for; reputation by what you fall for. 
In connection with our customer 
relations it would be a good idea for 
us to try to see how we measure up 
in the eyes of our customers against 
what might well be their version of 
the three C’s. 

Character is a moral concept. We 
look for indications of integrity and 
responsibility on the part of our 
customers. What qualities of char- 
acter do our customers look for in 
us? As a company they certainly 
expect us to be trustworthy and re- 
sponsible, but as individuals they 
expect us to be something more per- 
sonal and human—at least to be sin- 
cerely courteous and warmly con- 
siderate. 

Although this is not a new role 
for us, I suspect that many of us 
are playing it rather awkwardly. 
After all we credit managers have 
a long tradition behind us of being 
anything but human. Every credit 
man is familiar, I suppose, with 
the story about the credit man who 
left his heart to science some years 
ago and they are still looking for it. 
Of course, there will always be times 
when we will appear heartless to 
someone, for the nature of our re- 
sponsibilities requires that we say 
NO from time to time and we do 
have to get tough sometimes about 
payments. But the concept of the 
credit manager as a heartless old 
miser is a thing of the past—or at 
least it should be. 
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The best way to bury this idea | 
once and for all is for us to remem- 
ber that we are human beings deal- | 
ing with other human beings and to | 
take a sincere interest in our cus- [| 
tomer-partner’s affairs. 











Hh ee means something quite 
different to us in our three C’s | 
than it does to our customers in | 
theirs. We think of it as the money | 
that is invested in the customer’s 
business and how it is invested. The 
service-minded customer is likely to 
think of our capital as our resources | 
for helping him. He is likely to 
think of our capital as our capability 
to do something more than supply 
him with goods on credit—actually 
to advise him regarding his busi- 
ness affairs. As business conditions 
become increasingly competitive 
this particular aspect may increase 
considerably in importance. 

Capacity implies management’s 
ability to handle its affairs intelli- 
gently. Just as we look for evidence 
that our customers know what to do 
with their capital—how to run their 
businesses—our customers expect 
us to know our business thoroughly 
and to perform our work efficiently 
insofar as it affects their business. 
They expect us to study problems 
of delivery, for instance, to find ways 
and means of cutting down time in 
transit, permitting them faster turn- 
over on their capital. This has been 
a particular problem with us to 
which we at General Foods have 
found the solution in our new 
transit warehouse system. 





































IEWED in this way, the three 

C’s of customer relations are a 
challenge to us to be considerate 
human beings who, in addition to 
doing our own jobs well, can help 
our customers to do theirs better. 
Our function, in other words, has 
to a certain extent become a cus- 
tomer service function. 

Being cordial and considerate in 
our relations with our customers is 
something that ought to come easily 
to all of us. Almost all that is re- 
quired is that we obey the golden 
rule and do unto our customers as 
we would have them do unto us. 

A good place to start is with our 
welcoming letters. A great deal has 
been written and said about the 
writing of credit letters. Most of 
this wisdom has been expounded, 
however, upon what might be called 
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a psychological basis with the single 
idea in mind of getting the dollars 
out of the customer. Don’t mistake 
me, please. I am as interested in 
getting dollars from customers as 
anybody but if dollars are all a man 
has in mind when he writes a letter 
welcoming a new customer there 
wont be much warmth in that 
letter. If we have done our job 
properly, if we are as certain as we 
can be that the new customer meets 
the test of character, capital, and 
capacity, we can forget money long 
enough to tell the customer that we 
are pleased as punch to extend our 
credit to him, that we are looking 
forward to a pleasant relationship 
with his company and that we hope 
and expect to meet him in person 
soon. 

This last point is important, be- 
cause nothing can take the place of 
personal visits with the customer by 
the credit managers in building good 
customer relations. Let me give you 
two examples from my own experi- 
ence, 


YEAR or so ago a certain 

wholesaler was running slow 
in its payments and was gradually 
being cut out as a credit risk by 
General Foods and other suppliers. 
A personal call on the manager re- 
vealed that the firm had had three 
managers within the space of less 
than a year. The first was a man 
who was able to exercise little or 
no sales resistance and had loaded 
up his warehouse with excessive 
quantities of unknown brands that 
he could not possibly move. The 
second manager was able to show 
more resistance to salesmen but 
tried to solve some of the com- 
pany’s storage and other problems 
through a large capital investment 
in warehouse facilities that the com- 
pany could not afford. The third 
manager, who had recently been ap- 
pointed, was a man of wide mer- 
chandising experience, and seemed 
to have a great deal of good judg- 
ment. After talking with him, I 
became convinced that under his 
guidance the firm’s business would 
build up nicely and would become 
a safe credit risk. 

We advised him to call the mem- 
bers of this co-op together, explain 
the situation facing them frankly, 
and appeal to them for the necessary 
additional investment. As the new 
manager was willing to accept this 


This article, and the article on devaluation which com- 
mences on page 10, are taken from addresses delivered 
at the New England Conference in Providence, R. I., 


November 30, 1949. 


advice and subsequently to act on it 
effectively we were able to continue 
to do business with him, and a feel- 
ing of mutual confidence between 
the manager and our Credit Depart- 
ment was established. The real 
point here is that a personal visit 
furnished us with the reasons be- 
hind a poor payment record while at 
the same time we were able to render 
a real assistance to the customer. 
This visit led inevitably to better 
relations between our company and 
the customer. I believe that if I 
hadn’t actually talked to that man 
face to face we would have given up 
as a bad risk a business that is now 
a good credit risk. 


N another occasion a salesman 

and I visited together with the 
manager of a wholesaler on the 
West Coast. The reason for the 
visit was that the manager had 
failed to send in a balance sheet 
of his operations. I found the 
manager to be in what he considered 
a dilemma. While he realized that it 
was necessary to give us the balance 
sheet, he did not want to mail it 
because during the previous year he 
had sent a balance sheet to an east- 
ern firm and had had to spend nine 
months in correspondence to ex- 
plain to the firm certain peculiar- 
ities in the statement. 

The manager and I sat down to- 
gether and went over the balance 
sheet in detail. The manager ex- 
plained each of the items to our 
complete satisfaction and in a matter 
of an hour the customer was re-estab- 
lished as a satisfactory credit risk. 
Through the interview, we gained 
a good customer by clearing up the 
doubts that had existed in our minds 
about the risk involved. At the 
same time we were able to save the 
manager the trouble of extended 
correspondence and to develop in 
the customer the assurance that we 
were interested in his business and 
confident of its successful operation. 
Our relations with that customer are 
excellent. 

These are only two of many ex- 
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amples of where getting out and 
meeting and talking to our customers 
has paid handsome dividends. Each 
of these instances had a happy end- 
ing for both parties—good cus- 
tomer relations and good business. 
There are other cases on file, how- 
ever, that did not turn out so well 
as far as maintaining a continuing 
business relationship is concerned. 
Sometimes it is too late to be of any 
real help to a customer in an in- 
solvent state. We have all had those 
experiences. Perhaps they use the 
wrong accounting system. 


OWEVER earnestly we credit 

men may strive to develop and 
maintain pleasant and profitable per- 
sonal contacts with our customers, 
we must recognize that our sales- 
men constitute our primary contact 
with most of them. In a real sense 
our salesmen are also credit men. So 
what can we do to assist them in the 
interest of good customer relations? 
I would like to mention three main 
ways in which I think we can do a 
better job. 

Many companies are now issuing 
manuals on credit for their sales- 
men or preparing sections on credit 
for inclusion in over-all sales 
manuals. Those companies that are 
not doing so are missing an oppor- 
tunity to place materials in the sales- 
men’s hands that are of real value 
to them. But many of us who have 
issued more or less elaborate man- 
uals could do an even better job. 
Certainly this type of informative 
material must be brief and lucid if 
it is to be effective at all—brief so 
that the salesman will have time and 
the inclination to read it, and lucid 
so that he will learn from it. 

But the needs for briefness and 
lucidity also pose problems. How 
can we be brief and cover the credit 
function adequately? How can we 
be lucid, how can we make our- 
selves plainly understood to people 
who are unfamiliar with our finan- 
cial terminology, without being so 
technical that we defeat our own 

(Continued on page 40) 








economy since the war has been 
blamed in the popular phrase 
on the “world shortage of U. S. dol- 
lars”. It is true, as some economists 
in various countries have argued, 
that it would be equally apt to blame 
the unbalance on a world glut of 
sterling, francs, and other curren- 
cies. But the economists have, for 
the most part, argued in vain; and, 
for the man in the street, the words 
“dollar shortage” sum up in one 
brief phrase America’s wealth, the 
world’s poverty, and the hope that 
the one will somehow abate the 
other. 

The dollar shortage is not an en- 
tirely new phenomenon. It is essen- 
tially a problem of maintaining con- 
vertible exchange reserves, and in 
this more general form the problem 
has faced the world’s trading nations 
since the beginning of large-scale in- 
ternational commerce. 

A complex international economy 
soon develops a key currency of gen- 
eral acceptability through which in- 
ternational clearings can take place. 
In the 19 century this key cur- 
rency was the pound sterling. Any 
debtor in any part of the world 
could satisfy any creditor in any 
part of the world by a draft drawn 
in sterling ; and London bankers did 
the major part of the world’s clear- 
ing. It happened also that for most 
of the 19th century and on up to 
1914, sterling was tied to gold, and 
the international monetary mechan- 
ism became known as the interna- 
tional gold standard. In fact, the 
world was on a sterling standard, 
and the gold standard was an in- 
cidental part of Britain’s own mone- 
tary management; but it is possible 
that some other discipline would 
have served as well so long as the 
value of sterling was maintained. 

In other words, a key currency is 
always a scarce currency; there is 
always a strong demand for it. But 
demand is strong because the goods 
and services of the key-currency 
country are in demand, and (another 
way of saying the same thing) be- 
cause the key currency is restricted 
in supply in such a way that the 
prices of these goods and services 
remain attractive. This restriction 
of supply was one function of the 
gold standard. But, as I have said, 
the same restriction might have been 
accomplished in other ways. Indeed, 
even in the 19th Century, gold was 
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DEVALUATION AND THE 


by DONALD B. MARSH 


Economist, Royal Bank of Canada, and Professor of Economics, McGill University 


a constitutional monarch whose 
power was limited by a cabinet of 
banks with the Bank of England as 
Prime Minister. 


OW the rule of gold, which 
(“constitutionally” of course) 
determined the behavior of sterling, 
extended also to the other countries 
of the world that used sterling as 
their international unit of account. 
These countries were forced to limit 
their purchases to their means of 
payment, and this meant to their 
receipts of sterling through trade or 
borrowing. Living within their 
means was an automatic process in 
that their internal monetary circula- 
tion, and hence their prices and in- 
comes, were dependent on their re- 
serves of sterling ; and, through price 
and income adjustment, any threat- 
ened “shortage of sterling” soon 
disappeared through the increased 
exports or the decreased imports of 
the country in question. 

Even so, an intolerable degree of 
austerity might have been imposed 
on the nations on the sterling stand- 
ard, and the whole system might 
have broken down, had it not been 
for two characteristics of British 
policy: these were generous inter- 
national lending and free trade. The 
first postponed immediate shortages 
of sterling and built up productive 
power, the second assured the coun- 
tries of the world that they would 
have a ready market provided they 
obeyed the rules; that is, provided 
they developed their productive 
power, avoided inflation, and mar- 
keted their goods at competitive 
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prices. From the golden age of the 
sterling standard we may deduce 
three rules for avoiding exchange 
crises: (1) large temporary malad- 
justments must be bridged by loans 
or gifts; (2) the key-currency coun- 
try must adopt as permanent meas- 
ures the proper fiscal, commercial, 
and foreign-investment policies ; and 
(3) the debtor countries must accept 
the discipline required to restore and 
maintain their competitive position. 


| ovens American dollar was greatly 
strengthened as a result of the 
first World War. It was then that 
the United States began her career 
as a great creditor nation. The dol- 
lar was in universal demand and 
therefore became the leading cur- 
rency, although sterling and the 
French franc developed strong clear- 
ing systems of their own as recovery 
proceeded. 

The stage was set for a dollar 
shortage in the twenties. Demand 
for American foodstuffs and other 
essentials was high; but offsetting 
imports from Europe were neces- 
sarily low owing to the effects of 
war on European production. The 
dollar gap was partly filled by U. S. 
private and governmental credits, 
and the remainder was filled through 
the depletion of European reserves 
of gold and dollars. U. S. govern- 
ment credits were almost completely 
stopped early in 1920; for, as the 
Secretary of the Treasury put it: 
“The United States could not, if it 
would, assume the burdens of all the 
earth. It cannot undertake to finance 
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the requirements of Europe, because 
it cannot shape the fiscal policies of 
the Governments of Europe.” 

It would seem that our first rule 
for avoiding exchange crises, or 
“dollar shortages,” had been 
broken. Nevertheless, the inter- 
national financial picture brightened 
with the return of American pros- 
perity after the short depression of 
1920-21. American private capital 
helped to provide the dollars to pay 
for American machines, equipment, 
and materials still needed in Euro- 
pean reconstruction. 

There were helpful readjustments 
not only in American prices but in 
world exchange rates on the Amer- 
ican dollar. Indeed, in the early 
twenties, rules two and three for 
avoiding exchange crises were hon- 
ored not perhaps deliberately but, 
if you like, because we hadn’t yet 
become smart enough to devise 
intricate and ingenious devices to 
control exchange rates. 

Europe was not then committed 
to the last-ditch defense of untenable 
exchange parities. And instead of 
prolonged unbalance followed by 
abrupt and catastrophic withdrawal 
to new rates (still of course under 
exchange control), those European 
nations whose production had been 
restored to prewar levels made the 
necessary monetary adjustment 
without much difficulty. Unfortu- 
nately, however, both rules two and 
three were hopelessly broken by the 
end of the decade. 


N an effort to restore the stable 

world of 1913, the leading nations 
of the world returned to gold; but 
instead of accepting the rates that 
emerged from postwar adjustments 
in the exchange markets, these na- 
tions fixed their currencies at arbi- 
trary levels as though the exchange 
market had provided no criteria at 


all. Specifically, the balance between 
dollar-supply and _ dollar-demand, 
precarious at best, was needlessly 
shaken by the overvaluation of the 
British pound and the undervalua- 
tion of the French franc. 

On top of these initial mistakes 
in fixing parities came the depres- 
sion of 1929, the Smoot Hawley 
tariff, and the cessation of Amer- 
ican foreign lending. As a result, 
all but a very few countries fol- 
lowed Britain’s lead and abandoned 
gold in 1931. For the rest of the 
decade, some nations, notably Eng- 
land, pegged their exchanges 
through the use of an equalization 
account or fund for that purpose, 
but did not attempt to offset changes 
in the rate caused by “trade factors.” 
Other nations, notably Germany, 
devised the complicated system of 
rigorous exchange controls which 
may now be seen in operation in 
most countries of the world. 

UR first rule for avoiding ex- 

change crises was that large 
emergency loans or gifts may be 
necessary after a period of grave 
maladjustment, such as war. After 
World War II this rule was ob- 
served by the United States and 
Canada in the years 1945-47 and, 
with the exhaustion of Canada’s 
ability to make further contributions, 
by the United States alone under 
her justly famous Marshall Plan 
aid. 

The first task was clearly to re- 
store Europe’s productive power 
and thus to provide the prerequisites 
for economic and financial stability. 
But it has become increasingly ap- 
parent that an important part of 
Europe’s postwar problem is finan- 
cial: that is, the solution depends 
upon securing the income and price 
adjustments that lead to Balance of 
Payments equilibrium. 
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These adjustments were, of 
course, hindered at first by the 
breakdown of the productive process 
itself. But, with the restoration of 
output per worker, in all but the 
defeated countries, to prewar levels 
or beyond, the financial aspects of 
Balance of Payments adjustment 
have become increasingly important 
until at last they have become the 
immediate problem. 

In other words, our rules two and 
three apply once more. 


REDITOR nations must adopt 
the fiscal measures, the commer- 
cial, and investment policies appro- 
priate to the creditor's role in inter- 
national trade. Today this rule is 
applicable especially to the United 
States and Canada. Debtor na- 
tions must adopt appropriate fiscal 
and monetary policies to restore 
and maintain their competitive 
position in world markets. Today 
this rule is applicable especially to 
the nations of Europe. And, in gen- 
eral, debtor and creditor nations 
alike must either adopt the old dis- 
cipline of gold-standard and key- 
currency management or, if this is 
“politically impossible,” invent some 
politically acceptable substitute. 
The International Monetary Fund 
does not in itself provide such a dis- 
cipline. The fixing of initial par 
values without regard to basic trade 
factors is parallel to the return to 
gold at arbitrary parities in the 
twenties. In the twenties, that meant 
depression and unemployment in 
England, unbalance everywhere, and 
inevitable collapse in 1931. In the 
forties, it meant the virtual legisla- 
tion of exchange control throughout 
the world to protect these parities ; 
and again the inevitable collapse 
occurred, this time in 1949. 
But even the new lower parities 
(Continued on page 39) 
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The Psychology of 


Financial Statement Analysis 


by HENRY E. EVERDING 


Credit Manager, Atlantic Refining Company, Philadelphia 


ANY problems are difficult 
M of solution merely because 
of their complexity. At the 
University there was an expression, 
“It isn’t the answers which are hard, 
it’s the questions.” Suppose you were 
confronted by a pile of pieces of a 
jigsaw puzzle without knowing what 
the completed puzzle will look like 
or whether the pieces are all there. 
At first the problem seems insur- 
mountable. Yet, jigsaw puzzle ad- 
dicts set to work turning up the 
pieces, looking for familiar color pat- 
terns or shape patterns and eventual- 
ly putting some pieces together. 
When all the pieces have been put 
in their proper places there is re- 
vealed an American Flag or a ship 
or a boy with a dog. Anyone look- 
ing at the completed puzzle sees a 
familiar picture. Even if some of the 
pieces are missing, it is sometimes 
possible to guess what the completed 
picture would look like. 

Problems in financial statement 
analysis are not very different from 
the problem just described. The same 
qualities which prompt the solver of 
jigsaw puzzles to reduce his problem 
to small parts, to put these parts to- 
gether in their proper places so that 
the entire picture is revealed, may 
well be applied to financial state- 
ment analysis. 


FIRST, we should agree on a def- 
inition of a financial statement. I 
believe it is a list of assets and liabili- 
ties ; it is also a record of income and 
the results of operation and finally, 
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it should reconcile the present worth 
as at the date of the statement with 
the worth a year before. 

Financial statements or figures are 
no better than the records from 
which they are taken. If your cus- 
tomer is a corporation with a mod- 
ern accounting system; if this sys- 
tem is honestly and accurately op- 
erated; and finally, if the financial 
statement is prepared and endorsed 
by a firm of certified public account- 
ants of unquestioned reputation; if 
all of the foregoing are true, then 
you have a financial statement which 
is accurate and in a form which you 
can understand and which you may 
set up on an analysis sheet and re- 
duce to the usual ratios. Most of us 
represent companies who maintain 
such accounting systems. We pub- 
lish annual reports for our stock- 
holders. Sometimes annual state- 
ments are submitted on a compara- 
tive basis. It is a reasonable assump- 
tion that the figures are accurate. 
At least they are available. 

Not all businesses maintain accu- 
rate records or complete records. 
Some of Atlantic’s larger customers 
have only a makeshift accounting 
system. Financial statements are 
submitted in a form which appears 
to be merely an estimate, and cer- 
tainly is not complete. In order to 
properly understand a financial 
statement, regardless of what form 
it takes, it is necessary to under- 
stand the types of records which are 
maintained and the way these rec- 
ords are kept. 

I consider that there are three 


major problems arising from the use 
of financial statements. 1. What do 
you want it for? 2. How do you get 
it? 3. What do you have? 


— are three major reasons 
for wanting a financial statement. 
The first of these is to determine the 
net worth of your customer. The 
net worth is the cushion between the 
total obligations of a business and its 
total assets. In other words, how 
much could the assets shrink and still 
leave enough to pay all debts. Actu- 
ally, there is no standard against 
which the size of the cushion may 
be measured. Reducing the problem 
to logic, it should be generally true 
that the larger the net worth, or the 
deeper the cushion, the more satis- 
factory is the customer financially. 

The second reason for wanting a 
financial statement is to determine 
the current position for bill-paying 
ability. Again, there is no standard 
against which the current position 
may be measured. What would be 
satisfactory for one line of business 
is entirely unsatisfactory for another. 
What I am primarily interested in 
is to determine, before I extend cred- 
it, whether my customer is in a 
position to pay my bills according to 
our terms of sale. If a complete 
financial statement is secured, it is 
entirely possible through analysis of 
this statement to determine whether 
your prospective customer is in a 
position to pay your bills according 
to your terms. 

The third. reason for wanting a 
financial statement is to determine 
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This is the text of the author's address before the Auto- 
motive Credit Group at the 53rd annual Credit Congress. 


the earning power. Unless a busi- 
ness is earning money or is able to 
earn money, it is generally unwise 
to extend credit. You might con- 
tribute to a financial disaster and 
even partake of it. 


= second major problem in con- 
nection with financial statements 
is how to get them. Personally, I 
spend some time before I set about 
securing a financial statement to find 
out if I actually need it. My Com- 
pany does not want to sell on any 
basis companies of which the prin- 
cipals are unsatisfactory. This is the 
old creditman’s rule of screening. 
Supposedly 98% of the people are 
honest and will pay their bills if they 
can. The other 2% spend their time 
figuring ways to beat their creditors. 
Even if these crooks are no smarter 
than I am, they ought to be able to 
figure out some way to defraud my 
Company. They spend all their time 
at it and my Company can only af- 
ford to hire a man to spend part of 
his time to prevent losses of this 
nature. 

During the war a portion of At- 
lantic products was allocated. After 
the products were made, they were 
not Atlantic’s to use or dispose of at 
their own violation. If Washington 
decided that Atlantic should ship 
100 cars of Codimer to the XYZ 
Refining Company in Texas, Atlan- 
tic would think a long while before 
it failed to honor the request. Now 
to all intents and purposes the com- 
panies to whom our products were 
shipped were determined by persons 
not within our Company structure. 
The terms on which these products 
were sold were still a matter for 
Atlantic to decide. 


E did receive an order one day 
to ship 10 cars of an Aviation 
Gasoline ingredient known as Codi- 
mer to the XYZ Refining Company 
in Texas. I had never heard of this 
particular company. I found out that 
the plant had been built by the De- 
fense Plant Corporation and leased 
to the XYZ Refining Company who 
had complied with the minimum 
capital requirements of a lessee. 
It developed that the president of 


the company had spent a few years 
in Sing Sing for embezzlement of 
funds from a bank, of which he had 
been an officer. The Treasurer had 
spent several years in a California 
penitentiary for using the mails to 
defraud in connection with the pro- 
motion of certain questionable oil 
stocks. My conclusion was that no 
figures submitted by people like that 
would be of any value. I indicated 
terms of sight draft against order 
notify bill of lading, knowing that 
if the drafts were not lifted, there 
were other Aviation Gasoline refin- 
eries to whom the cars could be 
diverted. In today’s market, where 
a company has the right to deter- 
mine to which customer it will sell 
its products. Suppliers should make 
every effort to keep away from ac- 
counts like this. I do not want a 
financial statement from a company 


like this. 


Mest of us follow the practice, 
where any substantial line of 
credit is involved, of obtaining a re- 
port to acquaint us with the history, 
capacity and paying habits of a pros- 
pective customer. When this report 
is obtained it frequently contains a 
financial statement. If a satisfactory 
statement is available, there is no 
particular reason for securing a 
financial statement from your cus- 
tomer. If the financial statement is 
published or available from some 
recognized agency, then I have no 
problem of how to get it. Finally, if 
the line of credit is relatively small 
compared with the apparent net 
worth of your prospective customer, 
there is no occasion to insist on a 
financial statement. 

We are still considering the sec- 
ond problem of how to get a finan- 
cial statement. This is eliminated 
as far as accounts are concerned 
whose principals are unsatisfactory 
or whose statement is available 
through a mercantile agency or 
where the line of credit is relatively 
small compared with an apparently 
relatively large net worth. The prob- 
lem is reduced to obtaining the finan- 
cial statement from those accounts 
not included in the aforementioned 


group. 
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Getting the financial statement is 
a selling job. It is no different from 
any other kind of selling. The first 
step is to train my salesman. The 
salesman is supposed to understand 
that credit is not extended until it is 
established. Part of his sales chatter 
in developing a new customer is at 
some point to say to the customer, 
“Let’s get your credit established, 
with my Company.” When the cus- 
tomer asks how does he go about 
establishing credit, the salesman is 
then trained to say, “Answer a few 
questions for me (he then fills out 
a credit application) and send a copy 
of your financial statement to our 
Credit Manager.” 


N cases where there is no direct 
sales contact, I try a letter first. If 
the letter doesn’t work, try a tele- 
phone call. If that doesn’t work, then 
you have to go get it personally. Like 
most people, I do not have time to 
make all of the personal calls I want. 
Merely in order to conserve time, 
and not because the best way to get 
a financial statement is other than a 
personal call, I try out letters and 
telephone calls. 

If your letters asking for financial 
statements are not successful or 
meet with too much opposition, I 
recommend to you a book called 
“Psychology in Credit Letters” by 
Helen M. Sommers, Credit Manager 
of the Trojan Hosiery Mills in In- 
dianapolis. She says there are five 
motivating forces in human conduct 
and calls them “pride,” “self-inter- 
est,” “fairness,” “good-will,” and 
“fear.” Her second chapter is en- 
titled, “How to ask for a financial 
statement from a new customer.” 
She not only indicates that you 
should appeal to one or more of the 
five motivating forces just men- 
tioned, but she proceeds to illustrate 
at great length the phrases which 
are best calculated to motivate. 
Without attempting to actually quote 
from a typical letter, the letter should 
get across the idea that your com- 
pany secures financial statements 
from all customers to whom substan- 
tial lines of credit are extended, that 
you have been unable to obtain 
through the usual channels the finan- 
cial information necessary for you 
to set up the proper line of credit, 
that you will hold the statement in 
confidence and then take it for 
granted that you will get the finan- 


13 








cial statement by closing with some- 
thing like “We look forward to 
the pleasure of doing business with 
your company.” 


= same principles apply to tele- 

phone conversations and personal 
calls. A lot more leeway is per- 
mitted when it comes to conversa- 
tion than when you have to put 
down the printed word on a page. 
Most of us find it easier to talk than 
to write. Whether you reduce your 
request to writing, make it over the 
telephone or make it personally, 
keep in mind all the rules of sales- 
manship. I have found that follow- 
ing these rules will secure statements 
with almost 100% success: 


1. Do not talk or write too much. 
2. Never assume an argumenta- 
tive manner. 


3. Inquire first and attack after- 
wards. 


4. Be sure that your prospective 
customer understands that you un- 
derstand his objections. 


5. Stick to your main objective. 
6. Do not be afraid to ask “why” ? 


| ieee third problem pertaining to 
financial statement analysis is: 
“after you have it what do you do 
with it.” In the first place, any sub- 
stantial item in the balance sheet 
which you do not understand you 
should question. These questions 
may be asked in writing, over the 
telephone, or personally. It is better 
to ask your questions direct than to 
try to find out in some roundabout 
manner. 

Confirm enough items in the finan- 
cial statement to verify its accuracy 
or conservatism. This can be done 
for example, by confirming a bank 
balance or by a personal examina- 
tion of inventory or by comparing 
the general information found in a 
mercantile report with the detailed 
information or the financial state- 
ment. 

Regroup the items in the balance 
sheet and in the operating statement 
to conform to your own standards. 
Set up what you consider to be cur- 
rent assets and offset them with what 
you consider to be current liabilities. 
Set up under fixed assets those 
assets of that nature. Any other 
items which you consider to be as- 
sets should be classified as deferred 
or miscellaneous. Do not hesitate to 
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exclude items which are of a doubt- 
ful value or appear to be worthless. 
These you may classify as intangi- 
ble assets. Set up the liabilities under 
a heading called “Funded Debt,” for 
those liabilities which are not cur- 
rent. Reduce the book value of fixed 
assets by reserve for depreciation. 
Reduce the book value of accounts 
receivable by reserve for bad debts. 
Add to your surplus account any re- 
serves which appear to be intangible 
or general in nature. Show some- 
where on your analysis sheet any 
contingent debts for which your cus- 
tomer may appear to be liable. 


NCE you have classified these 
items under their proper head- 
ings, calculate any ratios which may 
appear to be necessary. If the cash 
account exceeds the total debt, all 
other things being equal you should 
not spend the time calculating any 
ratios. However, where you do not 
understand the business, it is essen- 
tial that you calculate sufficient ratios 
so that these ratios may be compared 
with other accounts in the same line 
of business, or possibly with one or 
more of Foulke’s 14 ratios. These 
ratios will be of value to you a year 
hence in attempting to measure the 
trends of the particular business rep- 
resented by the financial statement. 
I would like to digress a minute 
from my subject by asking you to 
assume the premise that a credit 
manager’s job is to dispose of all of 
his company’s products profitably. 
If you will admit that this is true, 
then in order to do this job properly, 
the credit manager must first screen 
out that 2% of possible customers 
who would be unsatisfactory cus- 
tomers. The remaining 98% will be 
satisfactory customers if you can ar- 
rive at some terms which will be 
mutually satisfactory. 


[: after a careful analysis of the 
financial statement which you have 
secured, you determine that your 
customer can pay your bills within 
your terms, you no longer have a 
problem. If you find he cannot pay 
your bills within your terms then 
it is up to you to reach an agree- 
ment with this prospective custom- 
er as to the basis on which any pur- 
chases he may make from you will 
be paid. 

The granting of credit automati- 
cally and directly increases the effec- 


tive demand for products. Part of 
the purpose of financial statement 
analysis is to determine at what 
point the extension of credit jeopard- 
izes the financial condition of a cus- 
tomer as well as the financial condi- 
tion of the supplier. If you will 
reduce your price low enough or 
extend your terms long enough you 
can sell everything your company 
can produce. But remember, that 
you want to dispose of these prod- 
ucts profitably. This means you will 
have to get your money back before 
you tie up too much of it in receiv- 
ables. You will have to charge a 
price which will return your com- 
pany a profit on the transactions. 
The longer your money is outstand- 
ing, the more you subject your 
customer and your own company to 
the risks of a violent change in the 
price level. If this risk is undertaken, 
a much more careful analysis of your 
customer’s financial statement must 
be made and the economic situation 
must be subjected to very careful 
scrutiny. 

Every good credit manager takes 
risks. Only a fool, however, takes 
a risk he does not know he is tak- 
ing. One of the reasons for securing 
and analyzing financial statements is 
to determine the nature of the risk 
you will be running if you extend a 
line of credit to that company. De- 
pending on whether you are in a 
buyer’s or a seller’s market, you may 
wish or may not wish to undertake 
a certain type of risk. You should 
understand the type of risk you are 
running before you take it. 


HERE then are the psychological 

factors involved in financial state- 
ment analysis. First, figures are no 
better than the records from which 
they are taken. Second, do not 
bother getting a financial statement 
from people who are dishonest or 
incompetent. Three, it is possible to 
get a financial statement from any- 
body else by following the rules of 
salesmanship. Four, after you have 
the financial statement, remember 
that the purpose of your analysis is 
to determine how you will sell the 
account, not if you can sell the ac- 
count. Finally, spot orders or short- 
term credit involves an analysis of 
current figures. Continuing lines or 
long-term credit means that this 
analysis must be projected into the 
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LEGAL NOTES AND NEWS 


of interest to financial executives 


Reviewed by Carl B. Everberg, 


Assistant Professor of Law, Boston University 


Unique Cases Held to Amount to Transfers in Fraud of Creditors. 


Crepir & FINANCIAL MANAGE- 

MENT the author catalogued many 
devices by which debtors attempt to, 
and do, put their property beyond 
the reach of creditors. Some of 
these methods have such a seeming 
validity about them that a fraudulent 
purpose or effect is difficult to dis- 
cover. For example, some debtors 
have contrived to defraud creditors 
by arranging for a collusive fore- 
closure of a mortgage. And in states 
where judgment notes are recog- 
nized, it has been shown to be easy 
for a debtor to accomplish an “in- 
voluntary” transfer of his property 
through giving a confession of judg- 
ment note upon which a judgment, 
execution and levy followed there- 
after. 

Two comparatively recent cases 
(In re Laundree’s Estate, 91 N. Y. 
S. 2d 482; Dunn v. Minnema, 323 
Mich 687, 36 N. W. 2d 182, 7 ALR 
2d 1099) have provided new pictures 
of transfers deemed to be in fraud 
of creditors. And the circumstances 
in the two cases, with the opinions 
of the respective courts, furnish suit- 
able material for credit men to study. 
Any creditor may at any moment 
be confronted with similar condi- 
tions. 


|" THE December 1948 issue of 


' first case (In re Laundree’s 
Estate) involved the purchase of 
U. S. Savings Bonds (Series E) 
and in this purchase lay the ultimate 
fraudulent transfer. The decedent 
in this case purchased, while living, 
bonds of a maturity value of $1950. 
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At the time he bought them he had 
the bonds registered in his name as 
owner but made them payable on his 
death to his brother. The bonds, 
except for three small ones, were 
found among the effects of the de- 
cedent (who died without a will) 
and they came into the possession 
of his widow who was appointed ad- 
ministratrix of the estate. The litiga- 
tion in the case was to determine 
whether the bonds or their proceeds 
should be declared to be the property 
of the estate (and to be used mainly 
to pay debts of the decedent, since 
without the bonds the estate would 
have been hopelessly insolvent) or 
whether they should be turned over 
to the beneficiary, the brother. It 
was found by the court that the 
beneficiary had paid no part of the 
consideration for the bonds. 

At least two courts had held, pre- 
viously, on similar facts, that if no 
actual fraud could be shown in the 
manner of having the bonds pay- 
able to the beneficiary, that the 
bonds or their proceeds belonged to 
the beneficiary and not the estate, 
even though the estate, without the 
value of the bonds, was insolvent 
(Reynolds et al v. Danko, 134.N. J. 
Eq. 560, 36 A. 2d 420; and In re 
Briley’s Estate, 155 Fla 798, 21 So 
2d 595). These courts could not, 
without persuasive evidence of ac- 
tual fraud, see where there was any 
transfer. The assets, they said, re- 
mained unaffected and there was no 
more than an exchange of cash for 
bonds; they still remained under the 
control of the decedent while living, 


and so long as he was living the 
bonds were subject to creditors’ 
claims. Quoting an old shibboleth 
in the field of law they said that 
“fraud can never be presumed.” 

But the Surrogate (Savarese, J., 
Queens County, New York) did not 
agree with these courts, and while 
the opinion of a Surrogate in New 
York may not have the weight of 
the highest courts, the opinion is 
one of the most erudite this writer 
has seen on the subject of fraudulent 
transfers. And it is undoubtedly 
sound law. 


EFERRING to the Uniform 

Fraudulent Conveyances Act, he 
pointed out that where a debtor 
makes a voluntary conveyance of 
property without fair consideration, 
while an indebtedness is outstanding. 
the presumption of fraud arises. 
[Thus the statute negates the prin- 
ciple to some degree that fraud can 
never be presumed.] And a cred- 
itor may stand upon that presump- 
tion until it is repelled. 

Another N. Y. judge had said 
previously that a “debtor must be 
just before he is generous.” And 
still another judge in New York 
had said: “it is contrary to sound 
public policy to permit a person to 
have the absolute and uncontrollable 
ownership of property for his own 
purposes and to be able at the same 
time to keep it from his creditors.” 
(Hallett v. Thompson, 5 Paige 583.) 

The Surrogate held that the fact 
that the purchase of bonds does 
not produce a diminution of the 
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debtor's assets or affect the creditor’s 
resort thereto does not establish that 
there was no transfer. The incor- 
poration of the name of the bene- 
ficiary in a bond conferred a right 
on that beneficiary. This right was, 
to be sure, destructible and ambula- 
tory (not permanent) until the death 
of the owner; yet, at the time when 
the owner intended the transfer 
should and did become effective, the 
transferror had thereby rendered 
himself insolvent. Hence the Court 
determined that the bonds were 
fraudulently transferred by the de- 
cedent to his brother without con- 
sideration and they were determined 
to be the property of the estate (to 
be used at least in part for the pay- 
ment of the claims of creditors). 


Discussion of Regulations as to U. S. 
Savings Bonds (Series E). 


Not the least beneficial was the 
discussion in the Laundree case as 
to the official regulations governing 
the issue of Series E, U. S. Savings 
Bonds. These regulations are found 
in 31 C. F. R. secs. 315.1-315.66— 
see Department Circular + 350, 6th 
revision—2/15/45. The pertinent 
regulations are summarized below. 

315.2—The savings bonds (Series 
E) are issued only in registered 
form, and the form of registration 
is considered conclusive of the own- 
ership and interest in them (with 
certain minor exceptions). 

315.4—A purchaser may register 
them in the name of the sole owner, 
two co-owners, or an owner and a 
beneficiary. 

315.46a—A savings bond regis- 
tered in the name of one person 
payable on death to another will be 
paid to the registered owner during 
his lifetime upon his properly ex- 
ecuted request as though no bene- 
ficiary had been named in the regis- 
tration. 

315.46b2—Although the owner 
may redeem the bonds at his option 
he may not eliminate or change the 
beneficiary without his consent. 

315.46c—If the registered owner 
dies without having presented and 
surrendered the bond for payment 
or authorized re-issue, and is sur- 
vived by the beneficiary, upon proof 
of such death and survivorship, the 
beneficiary will be recognized as 
the sole and absolute owner of the 
bond, and payment or reissue, as 
though the bond were registered in 
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his name alone, will be made only 
to such survivor 

It was urged that these treasury 
regulations (particularly in 315.46c 
—“the beneficiary will be recognized 
as the sole and absolute owner’’) 
decided the issue. But the court 
said that these treasury regulations 
were not intended to prevent the 
legal representative from pursuing, 
in the interests of creditors, the 
proceeds of bonds _ fraudulently 
transferred to a beneficiary without 
consideration. The court added that 
the regulations protected the fed- 
eral government from any attack on 
its performance of the contract made 
in the bond (it was to prevent any 
implication of the government in 
disputes concerning ownership of 
the bonds). 


nwo second case (Dunn v. Min- 
nema) involved payments by an 
insolvent debtor on a contract for 
the purchase of real estate, title to 
which was to run to the debtor and 
his wife as tenants by the entirety.1 
A judgment had been obtained 
against the debtor which was un- 
collectible. Thereafter the debtor 
continued to make payments on the 
land contract to which he had been 
a party at the time of the judgment, 
and after several years paid the full 
amount of the contract and a war- 
ranty deed was delivered naming the 
grantees (husband and wife) as ten- 
ants by the entirety. All of the 
payments were made out of the earn- 
ings of the husband. A bill was 
brought on the ground that the 
payments made on the land contract 
were within the purview of the uni- 
form fraudulent conveyances act? 
—that they constituted a “convey- 
ance made .. . by a person who is 


1A tenancy by the entirety, recognized by 
many states, is a peculiarity. It can be created 
only in husband and wife. The husband and 
wife are seised of the property as one person. 
Neither can convey during their joint lives so 
as to separate the estate. The chief characteristic 
is that when one spouse dies, the survivor is 
entitled to the whole and this is a right which 
one of the spouses cannot destroy without the 
assent of the other. In Massachusetts the 
husband, during coverture, has the usufruct 
(the right to receive the income). This tenancy 
by the entirety may be taken on an execution 
issued against the husband (but the wife’s 
creditor cannot do so as to her tenancy) and 
such execution creditor may obtain possession 
and title. However “such possession and _ title 
will fail in the event of the wife surviving” the 
husband. Thus ‘“‘if she survives her husband she 
will have an absolute title with the right to 
possession. If the husband survives the wife the 
demandant’s title [i.e. the title of the purchaser 
at the execution sale] will be absolute.” Raptes 
v. Pappas, 259 Mass. 37. 


2The Uniform Fraudulent Conveyance Act 
has been adopted in approximately eighteen 
states. For a brief summary of its provisions, 
see the 1950 edition of CREDIT MANUAL 
OF COMMERCIAL LAWS, p. 376. 


. insolvent” and that such con- 
veyance “is fraudulent as to cred- 
itors, without regard to his actual 
intent, if the conveyance is made... 
without a fair consideration.” The 
payments were, in this case, without 
fair consideration so far as the cred- 
itors were concerned, notwithstand- 
ing the fact that the debtor himself 
received fair consideration in the 
way of the interest in the real estate. 

The court therefore decreed that 
all excess of value of the real estate 
above $2500 (this being according 
to the laws of Michigan an exemp- 
tion known as homestead exemption 
which cannot be touched by creditors 
in any event) be paid to the plaintiff 
who represented the judgment 
creditor. 

Thus, even though the estate by 
the entirety may ordinarily consti- 
tute a haven for hard-pressed debtors 
(in that even though an execution 
creditor may obtain a debtor-hus- 
band’s estate through a forced sale 
on the execution, he takes his 
chances on the survivorship of the 
husband) if it be found that assets, 
otherwise available to creditors of 
the husband, find their way into 
property held by the entirety, the 
court will consider the transaction to 
be fraudulent and set it aside. 


The above rule is definite enough 
where all the consideration for the 
property is paid by the husband. 
However, where the wife contributes 
to the estate herself the situation is 
much different. If the interests of 
husband and wife cannot be severed, 
it is likely that the courts will per- 
mit the estate to stand in spite of 
injury to creditors. See annotations 
in 7 ALR 2d p. 1116. 


Suits Against Partners. 


ji E case of Dillard et al. v. Mc- 
Knight et al. (Calif. Supreme 
Court) decided in August 1949, 209 
P. 2d 387 reiterates a principle here- 
tofore established, that where a suit 
is begun against partners but service 
of process cannot be made on some 
of the partners, any judgment in the 
action will not be effective against 
the partners not actually served, nor 
against their individual property. 

It is generally held, however, that 
under such circumstances, judgment 
will be effective against partnership 
assets provided all the partners are 
named in the suit. 
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How Can We Build More Small Homes? 


by L. ROHE WALTER 


Director of Public Relations, The Flintkote Company, New York 


we are on safe ground if we look 

into such matters as the buying 
psychology of the public, the effi- 
ciency of labor, technological im- 
provements of products and tech- 
niques, more effective distribution, 
the availability of credit and certain 
other related factors, 

Before discussing these matters, 
let’s get in clear focus the record of 
building since V-J Day. Non-farm 
dwelling units started following V-J 
through February 1949, according 
to the “American Builder” totaled 
2,500,000. In December 1948, ac- 
cording to this same authority the 
average construction cost of new 
residential units was $6,874, a figure 
considerably lower than most people 
would estirnate and certainly one not 
out of line with current prices of 
automobiles, clothing, food and 
many other commodities when con- 
trasted to pre-war prices. 

As reported recently by the “U. S. 
News”, the shrinking demand for 
higher-priced houses is causing a 
switch to economy houses. One 
Atlanta builder is planning to put up 
3,000 houses carrying a price tag of 
$6,500. This is $2,500 less than the 
average of homes recently built in 
the same neighborhood. A building 
program calling for 2,500 homes, 
many to sell for less than $6,000, is 
under way in Wichita. A number of 
houses priced from $6,400 to $6,800 
are being built in Dallas. It’s the 
same story everywhere—houses are 
still in big demand if the price is 
low enough. In such cities as At- 
lanta, St. Louis and Houston, build- 


|" discussing this subject I believe 


ing-trades unions are falling in with 
the trend to keep prices down by 
foregoing wage increases. 


URRENTLY the industry is 
geared-up to construct 1,000,000 
residential units per year, plus hand- 
ling a sizeable volume of repair and 
renovation work of existing homes, 
Such a volume, if carried out each 
year for the next few years, would 
naturally ease the current housing 
shortage, estimated to be: 
4,240,000 units in 1948 
2,960,000 units in 1952 
175,000 units in 1958 

Now let’s examine the buying 
psychology of the public, remember- 
ing that the purchase of a home is 
more largely dependent on faith than 
any other single investment made by 
the average family. As L. R. 
Boulware of General Electric puts 
zt: 

“And what the customer will buy 
depends on faith ... faith in what’s 
ahead ... faith in the value offered 
... faith in a brand or trade-mark, 
or the name of the maker or seller. 

“No customer will buy more than 
the barest necessities if he is gen- 
uinely afraid of what’s just ahead 
...if he believes he must save to 
exist during a coming war...or 
depression ... or other disaster to 
his country or to his job. 

“But a customer will buy freely 
when he has confidence the country 
js headed in the right direction... 
when he has faith that his employer 
and our free system of incentives 
and competition—the sources of his 
job—are not going to be choked off 
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by inside influences or by outside 
forces. 

“Today, more and more custom- 
ers are buying only when they feel 
they are offered real values... 
values determined by the urgency of 
their need ... the excellence of the 
product ...the attractiveness of the 
price. And that’s all to the good, for 
we make most of our real progress 
under such conditions. 

“For the past several years too 
many people have willingly paid al- 
most any price asked for what few 
goods were available ... even if it 
took some war savings in addition 
to income: Now, many have gotten 
what they most needed or wanted. 
Many have used up their savings and 
are living on their incomes. Others 
still have savings, but are holding on 
to see if prices are going to drop 
some more. 

“But the customer—even with 
faith in what’s ahead and faith in 
what appears on the surface to be a 
good value offered—knows also that 
every product must have hidden 
qualities that make it finally good. 
Qualities of craftsmanship that 
spring from the ability and honor of 
the maker and seller ... qualities of 
reliability determining whether or 
not he will stay in business to service 
his product, or be responsible and 
fair in case of any unexpected fail- 
ure of it. 

“In American business—as no- 
where else in the world—the cus- 
tomer depends upon the assurance 
of value given by the name, the seal 
or mark of the maker ; upon the sign 
and symbol of a reputation won— 
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An address delivered before the building material and 
construction group at the 53rd annual Credit Congress 


on Tuesday, May 17, 1949. 


over long years—by good products, 
fair prices, and honest dealing.” 


) ies psychological attitude of the 
buyer is, in my judgment, a 
vital factor to be given most careful 
consideration as we attempt to seek 
insight into this matter of small 
homes, for if prospective buyers 
generally defer purchases because of 
lack of faith, a slowly evaporating 
market for new construction would 
seem inevitable. 

The current curtailment of pro- 
duction and price reductions in 
specific areas is part of the process 
of balancing the markets, of correct- 
ing economic relationships that have 
become unbalanced. 

In the economic system of the 
United States this curtailment will 
be accomplished in the most benefi- 
cial way possible, namely, by com- 
petitive force which will compel the 
least efficient and highest cost pro- 
ducers to bear the brunt of it. This 
is hard on the people affected, and 
particularly upon those who have 
entered business since the war with- 
out the experience, ability or capital 
necessary to make a success. It is 
among them that most current busi- 
ness failures are occuring. But if 
the general welfare is to be promot- 
ed, and the historical rise in living 
standards carried on, production and 
distribution have to be by the most 
efficient and lowest cost agencies, 
in order that goods may be sold at 
the lowest markets. This shaking 
down is one type of adjustment that 
the economy is now going through. 
It applies not only to employers but 
to workers, for employment also 
has been abnormally high during 
inflation, and relatively inefficient 
people have been drawn into the 
labor force to do work for which 
they were not well qualified. 

The second type of adjustment is 
that business must fit its output to 
consumers’ wants. It must find a way 
to make the goods wanted at prices 
that people can and will pay. In a 
sellers’ market the buyer must take 
what he can get at the price asked; 
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but in a buyers’ market he buys what 
he wants, or what he can be induced 
to want, at a price he can pay. When 
industry meets those conditions it 
finds that consumers’ wants in the 
aggregate are unlimited. 


7. practical requirements now 
are to make production more 
efficient, to get prices down, and to 
resume selling. During the inflation 
many people lost purchasing power. 
Everyone who lived upon a fixed or 
relatively fixed income, including 
pensioners of all kinds and those 
living chiefly upon the return from 
investments, was a victim of infla- 
tion. So were all people whose wage 
or salary increases lagged behind the 
rise in the cost of living. The impor- 
tant thing now is to bring all these 
people back into the market by im- 
proving their purchasing power. 
This means reducing production 
costs and prices of goods through 
greater productivity. 

As the May Monthly Letter of the 
National City Bank observes: “The 
greatest possible obstacle toward re- 
storing the economic balance in this 
respect would be a further increase 
in money wage rates. It would raise 
costs, force up prices at the expense 
of all who did not obtain the in- 
creases, or accentuate the drop in 
profits and further reduce the in- 
centive and means to make capital 
expenditures. Under the conditions 
now existing it would almost surely 
increase unemployment.” 

We may, I believe, conclude from 
these observations that under the 
stress of the economic shake-down 
we are now experiencing improve- 
ments in labor efficiency, less absen- 
teeism, better workmanship, are to 
be expected. If so these efficiencies 
should be reflected in lowered costs 
for manufacturers and lowered on- 
site costs for builders. 


ee improve- 

ments of present products and 
continuous research looking towards 
the creation of new and better build- 
ing materials is constantly being 





carried on by all leading firms in the 


construction industry. Improved 
living at lower cost, greater values 
for home-owners, these are the basic 
objectives of this research program 
which an enlightened industry is 
giving more and more attention each 
working. 

More efficient distribution, which 
means better selling, is another vital 
factor aiding the building of more 
small homes. Most alert companies 
in the construction industry realize 
they must revitalize their sales for- 
ces, energize their sales promotional 
activities, assume once more many 
of the distribution functions not nec- 
essary in the lush days of the war 
and post-war sellers’ market. 

A better understanding of the con- 
sumer’s wants and desires resulting 
in the production of products he ac- 
tually prefers is much in evidence, 
a condition that produces lower sales 
costs since the makers of products 
are not selling against well-establish- 
ed sales resistances with resultant 
excessive sales costs. 


Reporaeny as you gentlemen know 
so well, plays its important part 
in residential construction. The 
banks are under less restraint to hold 
down on loans. Installment loans can 
be had on easier terms, except for 
cars. Loans for the repair of houses 
now can cover the whole cost, not 
just part. And mortgage loans one 
of these days will become available on 
easier terms. It would seem that 
credit will be available in the future 
and serve as a genuine stimulus to 
more small-home building. 

Many authorities are of the opin- 
ion that a base for stable prosperity 
in our economy is starting to be laid 
now. Obviously there will be a 
shake-out of costs and prices and the 
less efficient producers first, but the 
long-range viewpoint is becoming 
more favorable. In other words, 
things aren’t going to pot; they are 
simply adjusting. 

If this viewpoint be valid, such an 
important segment in our economy 
as the construction industry is bound 
to be affected favorably. And, as 
favorable developments occur, the 
industry which has produced over 
2¥% million dwelling units since V-J 
Day should, and I believe will, be- 
come more efficient in making even 
greater values in small homes avail- 
able to more people. 
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The Chase as Transfer Agent 


For many years, the Stock Transfer Department of the Chase has served 
hundreds of corporations as transfer agent. It has proved to these 
corporations as well as to national security exchanges, investment dealers 
and stock brokers that it can be relied upon to furnish a consistently outstanding 
service, freeing the companies from a constant burden and responsibility. 


This performance has been made possible through the painstaking 
development of a highly trained and versatile staff qualified to 
handle all phases of transfer work. 


The fees for Chase stock transfer services and for its other agency services 
are moderate and usually much less than it would cost a corporation to 
maintain a department to do these jobs. 


Among the trust and agency services offered by the Chase are the following: 


Transfer agent of stock Registrar of stock 
Dividend disbursing agent Subscription agent 
Trustee of mortgage bonds, debentures and notes 
Paying agent for principal and interest 

Registrar of bonds and debentures 


Depositary-exchange agent under reorganizations, 
recapitalizations and mergers 


Agent for trustees under voting trust agreements 
Agent under escrow agreements 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
TRUST DEPARTMENT 


11 Broad Street, New York 15, N. Y. 





Member Federal Deposit Insurance Corporation 
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Why Adjustment Bureaus Bring 
MORE CASH TO CREDITORS 


from Involved Accounts. 


by W. T. CARROLL 


Credit Manager, McKesson-Robbins, Inc., Dallas, Texas 


GOOD portion of your time 

A during past months has 

been consumed in corre- 
sponding with, interviewing, and 
analyzing the capital structure, 
ability, etc., of people who had an 
urge to go into business for them- 
selves. A number were men re- 
cently discharged from the military 
service; others were war industry 
workers who had been able to save 
money from the high wages re- 
ceived during the war, and wanted 
to invest it in an enterprise of 
their own. 

Some of these prospective busi- 
ness men had more, or less, experi- 
ence in the operation of a retail 
store, but most had no experience 
whatsoever. They were concerned 
about one thing primarily—the 
chance of getting a stock of mer- 
chandise to sell. They felt if they 
could solve that problem, they would 
have no difficulty in making a good 
return on their investment. 

Why did these people go into 
business? In most cases they were 
destined to be poorly rewarded for 
their hours of labor. They wanted 
the independence of thought, action, 
and decision, which comes from 
owning their own business. They 
wanted to be their own “boss.” 

Now, let’s look at their chances 
of survival, measured in terms of 
ordinary business conditions. In 
retailing, one out of every three 
new concerns does not survive more 
than one year; half less than two 
years, and two-thirds are finished 
in five years. Ten years finds that 


20 


80% have given up the struggle. 
The reason for this high percentage 
is, that people enter business with- 
out knowing what business is all 
about, yet, into business they go. 


HAT are some of the factors 

leading to failures? Let us 
analyze. Did our new business man 
choose the right stock for his loca- 
tion? Agriculture needs one type 
of item; the dairy farmer another. 
Stores in a suburban center or small 
town should stock differently than 
the big metropolitan store. 

How about personal qualifica- 
tions? Did our business man possess 
sufficient executive ability? Did he 
know how to plan ahead? Did he 
possess courage, resourcefulness, 
initiative, and aptitude necessary 
for success? Did he realize there 
would be overhead expense to be 
met out of gross profit, books to 
keep, taxes to pay—and let me re- 
peat—TAXES. 

And, how about his technical 
knowledge? Did he have the proper 
knowledge of the merchandise he 
was offering for sale? 

Lack of capital, a long subject 
in itself, usually boils down to the 
idea of starting small and building 
gradually. Everyone is confident, 
when he goes into business, that he 
can build up quite a volume. If 
you were to tell a new customer 
that he needed $10,000 capital to 
start, instead of $2,000, he would 
be your enemy for life. 

Did he buy out an established 
store? We know something about 


the history of inflated prices paid in 
the past few years. Has he spent 
money in an improvement program, 
capital that he needed for opera- 
tion? 

Did our business man know how 
to purchase wisely, having the right 
goods on hand at the right time? 
Did he avoid hit and miss buying, 
or did his stock get over-balanced 
leading to lost sales because he was 
out of stock, or losses on slow- 
moving items in trying to satisfy too 
wide a variety of demand? In 
other words, again, if he doesn’t 
obtain a proper turnover of his 
inventory, remember, he must pay 
bills. 


USINESS failures are prin- 

cipally brought about by one of 
the following factors—inefficient 
management, lack of capital, poor 
credit extension resulting in bad 
debts, failure to take a legitimate 
profit, failure to discount, increased 
cost of doing business, poor ac- 
counting records, inexperience, poor 
business location, dishonesty, and 
fraud. 

There is nothing in this world as 
helpless as a defunct business. 
There it stands—inanimate—its 
owners ready to, or already having 
abandoned it; creditors’ claims in 
mid-air, some of whom carry the 
whole carcass away, if, and when, 
they could get by with it. 


NE of our oldest services in 
this National Association of 
Credit Men is our Adjustment bu- 
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Just off the press! 


The only book on commercial law 


specially written for credit executives 


The 1950 edition of the CREDIT MANUAL of COMMERCIAL LAWS is off 
the press. In one volume the laws of trade are assembled in layman’s language. In 
one volume the credit executive can find the facts which he needs to protect himself 
and his company. There is no other book on the market specially written for the credit 


executive. 


The CREDIT MANUAL of COMMERCIAL LAWS takes you through all the 
legal steps involved in a business transaction. It tells you what you must do and what 
you must not do from the moment the order is received until the check is cleared. In 


short, it is a complete resume of the laws which affect a credit executive’s work. 


You can examine the CREDIT MANUAL of COMMERCIAL LAWS for five 
days without obligation. A quick perusal will show that this is a book which should be 
on every credit executive’s desk if he is to avoid the legal pitfalls which beset every busi- 


ness transaction. 


Send for your copy today and see for yourself. If you decide to keep it the price is 
$8.50 to members of the National Association of Credit Men, $10.00 to others. 


Publications Department 
National Association of Credit Men 
One Park Avenue New York, 16, N. Y. 
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reau, first manned by lawyers, now 
by a group of men who have made 
the problem of recovery on business 
failures a life work. There are 
many pitfalls in handling business 
failures, great economic losses, and 
many moral hazards to overcome. 
That is why the National Associa- 
tion of Credit Men approves these 
bureaus and requires audit reports 
as a protection to the trust funds 
that are derived out of defunct 
estates. That is why, when failures 
run high, they inspect offices, inves- 
tigating the personnel handling the 
assets and the money, protecting you 
and your losses. 

One of our primary sources of 
information is Credit Interchange, 
and, used intelligently, it will keep 
you informed as to the paying trend 
of an account. That information 
is not available elsewhere on a 48 
or 72 hour basis, and due to the 
information being of such a current 
nature, you have information that 
is not available elsewhere until a 
much later date—maybe too late. 


. manager should have 
such information which will 
sustain his judgment in passing on 
a credit risk through the medium of 
personal interviews, antecedent and 
financial information and Credit 
Interchange. All of these consti- 
tute the foundation of future rela- 
tions with the account, for, once 
the account has been placed on the 
books, it is the responsibility of the 
credit department to keep its in- 
formation in such form that the 
trend of the account can be cur- 
rently followed. 

Yearly balance sheets are not the 
answer, for, remember, it’s a long 
time from January lst to Decem- 
ber 3lst of any year. Too many 
things can happen in this period 
of time; therefore, the necessity of 
more current and up-to-date infor- 
mation. This is particularly true 
on accounts you sell in volume. 
These accounts should be placed for 
automatic revision ; for Credit Inter- 
change reports to be brought up 
for review at regular intervals. Un- 
less there are excessive losses by 
fire, flood, etc., not covered by ade- 
quate insurance, a business does 
not fail overnight, unless there is an 
element of fraud, so Interchange 
will help you to guard against ex- 
cessive losses. 
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The efficiency of a credit depart- 
ment will, of necessity, be reflected 
by the ability of the credit man- 
ager and his reputation in his own 
field of distribution. When he 
allows himself to become so im- 
mersed in the personal handling of 
insolvencies, there is every prob- 
ability he will be neglecting other 
accounts and other matters pertain- 
ing to his department which should 
have attention. Every credit man- 
ager is naturally looking after the 
interest of his own firm, and his own 
company should come first. There- 
fore, in the usual course of events, 
he finds that he cannot be in more 
than one place at a time. Handling 
personally the affairs of a business 
that is involved, to an extent where 
it seems he has favored his own 
firm, places him in an embarrassing 
position with other credit men. If 
he should be successful in rehabil- 
itating the account and get the 
greater share of the business of the 
reorganized subject, there is, of 
course, a certain amount of resent- 
ment. On the other hand, if he fails 
and his shortcoming made apparent 
to the other credit managers in his 
field, then he is certainly drawing 
the spot-light upon himself for his 
failure, or seeming failure, to 
deliver. 


r he places this matter of liquida- 
tion with the Adjustment bureau 
of his Association, it leaves him free 
to supervise his work and at the 
same time avoid criticism. Using 
the Adjustment bureau as the cen- 
tral head, with the cooperation of 
other interested creditors, he not 
only relieves himself of any possible 
criticism, but puts the case in the 
hands of people who are trained to 
do this type of work in a much 
more efficient manner than he could 
possibly do himself. I have reached 
this conclusion over a period of 
years through my experience in han- 
dling liquidations. 

The N. A. C. M. is said to be 
the largest organization devoted to 
the service of business, exclusively, 
in the United States. Through the 
united efforts of its membership, 
credit ethics have been developed 
to a high point. In a united effort 
we have improved the laws, and put 
laws on the books favorable to 
credit granting. We have developed 
chapters in the National Institute 


of Credit. We have organized and 


developed the National Credit Inter- | 
change, owned and operated through | 
the united effort of all its sub- | 
The information comes | 
from us, the credit managers. We | 
have learned through group activ- © 


scribers. 


ity, that cooperation, plus unity. 
brings excellent results. 


creditor, carries more prestige, and 
is given more consideration, than a 
letter from any other source. Isn’t 
that another good reason why the 
Association is in a better position 
to handle adjustments due to their 
recognition throughout the nation, 
because after all, we are still deal- 
ing within the National Association ? 


A of these things have been 
brought about by the unity of 
purpose, all striving toward a sim- 
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That all 
brings out the fact that a letter, 

written on stationery of the Asso- | 
ciation and directed to a distant | 


ilar goal. I’ll admit it is fine—very | 


fine—but apparently we stop short 
in many cases of accomplishing our 
purpose. Quoting the immortal Al 
Smith, whose favorite expression 


was, “Let’s examine the record,” all | 


of us realize that hard as we try to 


avoid them, we do become involved | 


in business failures despite the fact 
that we have made our routine cus- 
tomary investigation through these 


credit reports, Interchange, and a | 


discussion of the accounts involved 
in our group meetings. Yet, when 
we open the mail some morning. 
there is a letter that reads some- 
thing like this— 

“The above named debtor is 
hopelessly involved and contem- 
plating bankruptcy. A number of 
the creditors are attempting to 
dispose of the matter so the cred- 
itors will receive the maximum 
amount possible on their claim. 
To this end a meeting of the 
creditors is called (date). The 
debtor and his attorney have 
agreed to be present. We sin- 
cerely hope you or your repre- 
sentative will attend.” 

In this case—attorney fees for 
two lawyers; no investigation and 
no information other than a balance 
sheet made up by the debtor and 
an inventory of the stock. The re- 
sult—a very poor return. 

Here is another type of a letter: 

“We beg to advise that this 
firm together with (another firm) 
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represents (drug store). The 
debtor requests a meeting of the 
creditors with the debtor on 
(date) at (place). There has 
been a number of claims placed 
for collection and it is the desire 
of the management to treat all 
creditors alike. 

“The purpose of this meeting is 
to formulate a plan whereby the 
business can continue to operate 
without interference and at the 
same time the creditors’ interests 
will be protected, etc.” 


After one year of operation under 
the supervision of a creditor’s com- 
mittee, little, if any, progress is 
made. In the main, failure in the 
beginning to require a proper inves- 
tigation and provide for close 
supervision was not required in the 
final agreement. 


Understand, I am not critical of 
the creditor’s committee, because 
they were not in a position to devote 
the amount of time that now seems 
to me was a necessity. 

Here is still another type of case: 

“Gentlemen : 

“This is to advise you that I 
am taking over this drug store 
under an assignment and I hold 
a lien on the fixtures in excess 
of what they will probably bring, 
leaving me an unsecured creditor 
to that extent. 


“In order to facilitate matters 
and close a deal for the store, I 
am offering 30%.” 

This one the bureau handled, and 
after making a thorough investiga- 
tion, persuaded the lien holder to 
advance an additional $2,000 to the 
prospective purchaser, reduce the 
amount of his lien and the result 
was about 60% recovery, rather 
than 30%, after administration costs 
were paid. 


LL of these cases are on record 

in my files and some of you 
can possibly identify these accounts 
of which I am speaking. That is 
the difference between proper han- 
dling and accepting what you are 
more or less offered. It isn’t always 
the particular loss that counts, but 
it is the idea that originates from 
the wrong procedure of handling 
liquidations. 

So, liquidation, rehabilitation, or 
what have you, to be successful, 
must be thoroughly investigated and 
if they are to continue to operate, 


Firm Name. 


-what about profits 
and overhead? 


How would your firm stand in a case like this? Probably you 
have enough fire insurance to cover the property damage. 
But how about the equally important income loss during the 
period of the shutdown? 


Hartford takes care of that! If fire, windstorm, explosion 
or other insurable hazard should force you to suspend busi- 
ness operations, Hartford Business Interruption Insurance 
can protect you against loss of profits. It covers expenses 
which would necessarily continue plus anticipated net profits, 
thus giving you income you presumably would have enjoyed if 
the disaster had not happened. 


Work sheets prepared by the Hartfords will help you 
figure how much a shutdown might cost you and how much 
Hartford Business Interruption Insurance you need. Send 
coupon for them—there is no obligation. Or call your Hart- 
ford agent or insurance broker. In over 5000 communities 
you can find your Hartford agent by calling Western Union, 
asking for “Operator 25.” 


HARTFORD FIRE INSURANCE COMPANY 
HARTFORD ACCIDENT AND INDEMNITY COMPANY 
HARTFORD LIVE STOCK INSURANCE COMPANY 


FIRE INSURANCE COMPANY 


Hartford 15, Connecticut 


Please send free copies of work sheets for Business Interruption Insurance. 








CC 
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placed under constant and efficient 


supervision. What did we do in 
these cases? We, the creditors, 
made a mistake, in my opinion, in 
two of them, and in the case handled 
by the Bureau excellent returns 
were obtained on the amount in- 
volved. It was not a miracle. It 
was just the result of proper hand- 
ling. There are numerous other 
cases, one that appeared almost 
hopeless; the bureau paid 47% to 
unsecured creditors. 


“ 


HAT I am offering you is 

concrete evidence of accom- 
plishment. Now, what are we 
going to do—follow the line of 
least resistance, or do it the hard 
way and derive a great deal more 
satisfaction out of the results ob- 
tained, and the feeling that we have 
fulfilled our obligation to our firms 
and to our fellow creditors? Now, 
I am going to ask you point-blank: 
what are you going to do about it? 
Because, after all, it is the decision 
of the individuals that make up the 
whole. In my mind there is no 
question what this decision is to 
be. You are the jury, so what is 
the verdict? 


Understand that the three inci- 
dents I brought to your attention 
are three liquidations of more or 
less recent date, and I could cite 
you many others, but why take up 
the time with that. I think the 
incidents cited clearly and definitely 
illustrate the one way, and that is 
the right way. Don’t accept some- 
thing that is offered you without 
investigating, just because it is the 
line of least resistance. I know 
that all of you have listened to the 
referee’s instruction to the fighters 
at the beginning of a boxing match, 
which runs something like this— 
“now you know the rules—shake 
hands, return to your corners and at 
the bell come out fighting.” Don’t 
you think that those are pretty good 
instructions to follow? When any- 
thing of this kind happens, we know 
the rules, so let’s come out fighting 
for the things that we stand for, 
that we know are right, and are 
necessary for the successful con- 
duct of our department and for the 
success of the business of the people 
we represent. We are a minority, 
but from humble beginnings, many 
large enterprises have been de- 
veloped. If we can put this idea 
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across, and develop it to a point 
where it can acquire full momentum, 
we will have accomplished some- 
thing. The only way we can do 
this is to first convince ourselves, 
then it is a great deal easier to con- 
vince others. It is really not as 
hard as it sounds. In fact, it is more 
or less the matter of adopting a 
certain routine up to the point 
where you pass it on to some one 
else to handle for you. The unity 
of thought and action which leads 
to a better understanding of all of 
us, can, and will, bring astonishing 
results. Your returns in the way 
of dividends will be materially in- 
creased and you will have the satis- 
faction of knowing the job was well 
done. Now, isn’t that really worth 
something? 


Ae we going to sit still and 
allow attorneys to dominate 
the situation insofar as liquidations 
are concerned? It is really embar- 
rassing to go to a creditor’s meeting 
and find out that the case is in the 
hands of an attorney who represents 
the debtor. That is really embar- 
rassing, isn’t it? It is all because 
some, all, or at least part of the 
credit men involved had not been 
alert in a great percentage of the 
cases. I am going to outline eight 
different procedures that I think 
will bring about the solution of this 
problem. 


1. Investigation 


Not for any other purpose than 
to gain for any creditor or group 
of creditors the true facts. The 
result is intelligent handling. 


2. Cooperative Collection 


Here we have a frozen business, 
capably managed, but needing some 
regulated method for converting the 
assets into cash in order to reduce 
liabilities, and a group of creditors 
working together for the common 
good, through the medium of a note 
payable to the Bureau with sched- 
uled payments. Result—an exten- 
sion on his payments by all and the 
possibility of working out a firm, 
which was in difficulties, for a 100% 
settlement and a rehabilitated busi- 
ness with only a collection fee to 
be paid. This can only be done 
through supervision of the Bureau 
staff who are educated and in- 
formed, and have the facilities at 


their command through the full 
cooperation of the creditors. 


3. Fire Losses 


Here is something that within 
the coming months is going to be a 
real menace. Those immediately 
concerned, meaning the fire depart- 
ment and the insurance companies, 
are anticipating we will have in- 
creased losses within the next few 
months. When these things hap- 
pen, consult the other creditors and 
have them join you as a unit and 
refer this to your Adjustment bu- 
reau. They, in turn, in most in- 
stances I am sure, will be able to 
convince the debtor that his fire 
loss should be assigned for the bene- 
fit of all creditors. In all prob- 
ability, we are going to find out 
that we have presumed our cus- 
tomer was adequately covered by 
insurance, only to discover that 
there is inadequate insurance cover- 
age, and possibly, writs of garnish- 
ments have been run, leaving us 
out of the distribution. Remember, 
this is not the insurance company’s 
fault, but our own. Their duties 
and obligations are fixed by statutes. 
They only follow the law. 


4. Rehabilitation 


This is the most dangerous type 
of adjustment of business activity, 
when not properly handled, with 
the Bureau working with the cred- 
itors, asking creditors to delay pay- 
ments on their accounts and permit 
the debtor, under the direction and 
control of the Bureau as manager 
of his affairs, to work out his 
difficulties. As I said, this can be 
very dangerous, bringing about not 
only criticism, but also actual liabil- 
ity if not properly handled. 


5. Compromises 


Few situations call for the moral 
stamina and close cooperation among 
creditors which compromise situa- 
tions present. Instead of firmly ac- 
cepting or rejecting such an offer 
singly, presuming that all creditors 
will do the same, use your Adjust- 
ment Bureau. Demand a searching 
investigation as to causes; examine 
the books and the valuation of the 
assets. Then, when satisfied you are 
receiving the best offer, it is fre- 
quently good business to accept the 
compromise and let him reestablish 
himself. 
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6. Temporary Operations for a 
Strategic Timing of Liquidations 


It is the spring of the year; the 
business is hopelessly frozen. The 
crops are planted; they will be har- 
vested in the fall. Creditors may, 
with an effective working arrange- 
ment, cause title to be passed to the 
Bureau managers as trustee, who 
will operate the business until a 
more opportune time for sale. 


7. Bulk Sales 


Your Adjustment Bureau is fre- 
quently called on to handle sales in 
bulk. If the debtor is obligated to 
any great extent, as frequently 





EWLY-EDITED to give you latest facts and 
figures, the latest edition of American Credit’s 
45-inch, 7-color Business Booms and Depressions 
Chart presents record of U.S. business history for 
174 years—from 1775 right up to the threshold of 
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happens, the sale price may not be 
sufficient to cover all of his debts, 
and it therefore becomes almost 
necessary that someone be employed 
to see that distribution is made ac- 
cording to the law. This is an op- 
portune time to use the influence 
enjoyed by your Association. Send- 
ing out letters on the Association 
letterhead is the most convincing 
manner of all to get other creditors 
to accept. 


8. Liquidation 


Here the debtor is no longer able 
to successfully operate and deeds 
his business in trust to your Adjust- 
ment Bureau manager. Creditors 
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NO COST...NO OBLIGATION ! 


American Credit Indemnity Company of New York 

First National Bank Building, Dept. 47 

Baltimore 2, Maryland 

Please send me 1949 Edition of your “Business Booms and 
Depressions Chart.” 
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generally have little knowledge of 
the amount of work necessary to 
take over and close. out a business. 
They are dismayed by the neces- 
sity of ascertaining priority claims, 
such as withholding taxes, Federal 
Old Age Benefits, Unemployment 
Compensation, both Federal and 
State, together with excise taxes. 
It is no easy task for anyone who 
is not familiar with these prob- 
lems to successfully carry on the 
liquidation in an orderly manner, 
and it is rendered more difficult due 
to the fact that in a business in this 
condition, you usually find that 
your information not only has to be 
dug out, but verified before divi- 
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1950. Some of the valuable information included 
for ready reference: National Income, Dow Jones 
Stock Averages, Commodities, Stocks and Bonds, 
Cost-of-Living-Dollar, Taxes, Business Activity 
and much more. Mail coupon for 1949 chart now. 
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dends can be paid. In conducting 
this sort of investigation, your 
Bureau has the confidence and the 
cooperation of all tax departments 
with whom they work closely at all 
times, and it is absolutely neces- 
sary that the Adjustment Bureau 
keep itself informed on all changes 
that might take place in tax laws 
which would create a lien, for 
ignorance is no excuse and will not 
be accepted. It is entirely possible 
for one not so informed to find 
himself in rather serious difficulties 
if he overlooks his responsibility in 
any way, as a fiduciary with re- 
spect to claims of the Federal Gov- 
ernment. This is commonly known 
as an assignment for the benefit of 
all creditors, and is a voluntary act 
on the part of the debtor to have a 
trustee appointed to liquidate his 
assets and distribute the proceeds 
to all consenting creditors, accord- 
ing to their status of security or 
priority. It is a business man’s 
method of salvaging the most out 
of a business failure. 


view of the many legal prob- 
lems usually involved, it is not 
only advisable, but I would consider 
very necessary, that a trustee have 
the advice of an able attorney, and 
he should also lean heavily on the 
creditors’ committee or the largest 
creditors for advice. Through such 
an arrangement over the years, we 
have been able to obtain for the 
creditors far greater returns than 
in a bankruptcy court, because it is 
a court of litigation with the at- 
tendent costs involved, which are 
plenty, always coming first. They 
are usually quite heavy, regardless 
of the size of the estate. Under the 
assignment we have one fee for 
liquidating, one for attorney fee 
and one expense account. The 
bankruptcy court should be, for a 
credit man, the court of last resort, 
but if there is an element of fraud 
developed in the investigation made 
by the Bureau, then I recommend 
the bankruptcy court, because they 
have the mechanics, the authority, 
and are equipped in every way, to 
develop those cases that will require 
a turnover order, and especially if 
the Bureau has taken an assignment, 
an act of bankruptcy has been com- 
mitted. Therefore, the filing of an 
involuntary petition will not involve 
any petitioning creditor. 
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ee us again examine the record 
which will convincingly show 
the direction in which we are headed. 
In August 1948, there were 3,280 
bankrupticies, that is, on the year-to- 
date basis. In 1949 there were 5,862, 
on the same basis. Isn’t this indica- 
tive that we should, and must, begin 
to formulate our plans to combat 
those conditions which are clearly 
indicated in the future? 

None of these ideas are revolu- 


tionary nor will they bring about a 
miracle, but I do believe they will 
obtain better results, and that is 
what we are all seeking. At any 
rate, if we were going out into the 
rain and we had our raincoat and 
galoshes and umbrella, we certainly 
should use them, because we might 
become only a trifle wet. So, what 
is the use of rushing out without 
protection and _ getting soaked? 
Think it over. 


THIS IS WAR! 


The English As She Is Spoke 


Editor's note (written by the author): They say that one of the early 
editors of the Saturday Evening Post called his subordinates together 
one day and said to them, in so many words: “Gentlemen, every letter 
we have had concerning our ****** ** issye is highly complimentary. 
There must have been something wrong with that issue!” The editors 
of CREDIT AND FINANCIAL MANAGEMENT have promised to 
make available to me now and again such space, within reason, as I shall 
need to get some pet hates off my chest. These little effusions will be 


written for one reason only — to start a fight. 


This is the first; if you 


agree with me, I'll be glad to hear so; if you disagree I'll be even more 


glad to hear why. 


DUOCEPHALUS 


anonymous man he, a nebulous, 
probably non-existent charac- 
ter, or, if he does exist, very reluc- 
tant to admit it. He writes letters. 
They start something like this: 
Dear Sir: 
For many years the writer has 
WO 6 ees 


ET us consider the writer. An 


OU have all seen them at some 

time or other and you have prob- 
ably wondered what sort of person, if 
person he be, this “writer” is. More 
important you have also probably 
wondered why he is, for there at the 
bottom of the letter is a name, pre- 
sumably that of the man who dic- 
tated the letter. If that signature is 
the signature of “the writer” why 
won’t he admit it? Why does he 
want to make himself a third person 
wraith in the body of his letter and 
a first person entity at the end of it? 
Is it mock modesty? Is it perhaps 


some psychotic refusal to admit his 
own connection with himself? 


HIS discussion started with spec- 

ulation as to what kind of man 
“the writer” is. Frankly, I don’t 
know, (J don’t know, writer, old 
chum!) but I can guess. 

For one thing he wears a vest 
summer and winter so that at all 
times he will be able to stick his 
thumbs through the armholes 
thereof. He probably wears a mon- 
ocle and has taken long and tiring 
elocution lessons so that he will be 
able, when dictating, to say “the 
writah” naturally, without having to 
work at it. , 

He either sits all day in a huge 
swivel chair, deeply upholstered, or, 
more likely, wishes he could. 

Once upon a time he attended a 
course in business English, and was 
told that to plaster the letter “I” all 
over the page was not a good thing 
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to do. Then he switched to “we.” 
At the next lesson he was told not 
to plaster the word “we” all over the 
page either, that there was some- 
thing called the “you-attitude.” The 
poor guy, he wanted to tell some- 
body what he was doing, he could 
not say “I am doing this” or “we 
are doing that” and his confusion 
was appalling to watch. Then, all of 
a sudden, the great inspiration 
came. From now on he could go on 
talking about himself by simply call- 
ing himself not “I,” not “we,” but 
“the WRITER.” 

One begins to wonder what he 
calls himself when he is at home. 





_— kind of pomposity may be a 
useful out to somebody who could 
not write a decent letter to save him- 
self, whether on his company’s let- 
terhead or his wife’s stationery, but 
it has no merit whatsover. If you 
want to be formal and say “Mr. and 
Mrs. Blow accept with pleasure...” 
that is common, formal usage, 
though that too is a piece of pomp 
which could be dispensed with. But 
if you sign your name at the bottom 
of a letter, you are admitting to a 
first person entity and should con- 
duct yourself as such. There are 
only two first person pronouns—“I” 
and “we” and how you use them is 
your own business ; but this “writer” 
stuff is inexcusable. 

Taken to its logical conclusion the 
“writer” system brings up the most 
gorgeous fantasies. Imagine, if you 
will, the interior of a great cathedral. 
On the altar are the most beautiful 
flowers brought at enormous ex- 
pense from the most distant parts of 
the earth. The cream of interna- 
tional society is for the first time in 
history assembled under one roof. 
Up the aisle, escorted by her father, 
walks a lovely, tremulous bride. She 
comes to the altar rail and stands 
beside the handsome young aristo- 
crat who in a few minutes will be 
her lifetime companion. 

The minister begins the service. 
After making sure that nobody in 
the church has any objection to the 
marriage he turns to the young man 
and in tones grave but kind asks 
him: “Joe, wilt thou take this 
woman . .. as long as ye both 
shall live?” And our hero, head 
erect, chest out, stomach in, answers 
in tones brave and proud: 


“THE SPEAKER WILL!” 





A Thought for 1950 


January is traditionally the month for good resolutions. 
Here is one you can make with profit, for there’s “something 
in it for you.” 


Resolve here and now to do everything you can to run 
ahead of the crowd. Make a decision, and stick to it, to im- 
prove your knowledge of Credit and make yourself more 
valuable to your firm—and to yourself. 


Having made the resolution, put it into effect. Join the 
nearest chapter of the National Institute of Credit and be 
sure that when the big opportunity comes along you will 
be ready for it. 


There is no doubt that the quickest and easiest 
and surest way to advance in your profession is to 
know more about it. And the quickest and easiest 
and surest way to know more about Credit is to 
study with an Institute chapter. 


There should be a chapter near enough to you for you to 
avail yourself of it. However, if that is not the case you can 
study by correspondence. Either way you prepare yourself 
for the day when bigger things come your way. In the mean- 
time your present work becomes easier and more intelligible. 


Get in touch with your local chapter of the National In- 
stitute of Credit, or, if you don’t know the address of a 
chapter or live too far away from one, mail the coupon 
below. 


National Institute of Credit, 
One Park Avenue, 
New York 16, N. Y. 


Gentlemen: 


[1] Please send me the address of the nearest chapter of the Na- 
tional Institute of Credit. 


[[] Please send me complete details about Credit Education by 
Correspondence. 


C] | am a veteran. ] | am not a veteran. 
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Report from a 


Travelling Credit Man 


by F. W. MARTIN 


Stabe 


a aR 


Credit Manager, Endicott-Johnson Corporation, Endicott, New York 


ERHAPS it might interest 
bP some of you to know how it 

came about that I was selected 
by our company to be a “travelling 
credit man.” Of course, there have 
always been a certain number of ac- 
counts which required attention in 
the field, but formerly these were 
mostly collection trips after credit 
had been extended and were not in- 
vestigations prior to credit exten- 
sion. I really think what started our 
company thinking seriously along 
these lines was an incident which 
happened practically in our own 
backyard. Perhaps I should say two 
of them—one involving a very sub- 
stantial line of credit extended on 
the assignment of receivables, and 
the other one just plain unsecured 
line. 

In the case of the account which 
was unsecured, I received a call from 
our Treasurer’s office one morning 
requesting that I accompany him to 
visit the account, (previously I had 
not been handling these particular 
accounts). Upon arriving at the 
debtor’s city, we spent what seemed 
to me several hours trying to locate 
our party. Finally after tramping 
up and down his street, we literally 
descended into a cellar—through a 
hole in the sidewalk and located our 
man. That is about all we ever did 
locate, however; the merchandise 
was all gone (being held in a public 
warehouse, with the local bank hold- 
ing the receipts) and all books and 
records had mysteriously disap- 
peared. No one, not even our sales- 
man had ever seen this man’s place 
of business. The selling was done 
either from a sample room in the 
hotel or in our Boston office—and 
the fact that the debtor had a very 
good credit rating (Mercantile agen- 
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cies please note) lulled our credit 
department to sleep. The awakening 
was sudden and shocking, resulting 
in a net loss of nearly seventeen 
thousand dollars. 

In the case of the assigned receiv- 
ables, the awakening was also a 
rough jolt. When we finally regained 
consciousness, we found that all we 
did have were the assignments. A 
very large part of the money had 
been collected and misappropriated. 
Here again no one had ever proper- 
ly supervised their operation. We 
had simply taken the debtor’s word 
for everything, and gone merrily on 
our way. There are other cases 
which could be mentioned but I be- 
lieve the two already mentioned will 
serve as an illustration of why our 
“look-see” policy was adopted. 


HAT are some of the benefits 
of personal contacts between a 
credit man and his customers? There 
are many but, before I go into any 
detail, I want to make a simple state- 
ment. Whatever benefits are accrued 
are strictly up to the credit man him- 
self. He can make a trip around his 
territory and come back with vol- 
umes of vital information—and leave 
a trail of friends and good will, or 
he can create an atmosphere of an- 
tagonism which will defeat the en- 
tire purpose of his visit. The day 
has gone when a credit man in order 
to be successful must go around 
looking as though he had just swal- 
lowed a jar of dill pickles. 
I am very much afraid that there 
are still some credit representatives 
who do just that when they enter a 


place of business. This is definitely | 
one thing which must be overcome. 
Just because you go into a man’s) 
store or office should not indicate 
any suspicion or convey to anyone 
who might be present anything but 
a visit of the most cordial nature. 
Cultivate your accounts on a friendly 
basis and, once they are convinced 
you are their friend, ninety per cent 
of your problems are solved. 


OU will also find, if you make 

periodic visits (which you 
should), you will be most welcome 
anytime. You will be utterly amazed 
at the number of problems they like 
to discuss with you. Once you come 
to really know your accounts, many, 
many problems can be solved which 
might require lengthy and compli- 
cated correspondence. Maybe they 
have been a little slow pay and wel- 
come a chance to show you why. 
Maybe they are over stocked in cer- 
tain lines and short in others, and 
maybe you are losing certain busi- 
ness because they hesitate because 
they are a little slow to ask for cer- 
tain things they really need and 
which may be shipped safely and 
thereby be mutually beneficial. 
Whatever their problems, your cus- 
tomer usually welcomes a chance to 
have a friendly discussion with their 
suppliers. 

I believe one of the most beneficial 
things which comes out of the policy 
of personally contacting your ac- 
counts is that it tends to build and 
maintain a more pleasant and work- 
able relationship between the credit 
man and the salesman. Many times 


This is the text of the author's address delivered before 
the footwear credit group at the 53rd annual Credit 


Congress, May 17, 1949. 
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I have covered a whole territory 
with a salesman on a selling trip, 
and again it is amazing how many 
things come up which can be 
straightened out immediately. 


Sometimes a salesman becomes a 
little over zealous, resulting in or- 
ders somewhat in excess of your cre- 
dit line. In many cases of this kind, 
it has been possible—immediately at 
the time the orders were placed and 
not days later—to re-arrange deliv- 
ery dates in such a manner as to 
make it easy for the customer to 
handle and still pay his bills prompt- 


ly. 


N regard to obtaining credit infor- 
mation, there is nothing that can 
compare with real personal contacts. 
Much information can be obtained by 
sitting down with your customer 
which could never be obtained 
through any other channels. Please 
do not misunderstand me—the mer- 
cantile agencies are doing a good job 
—but where they leave off the travel- 
ling credit man begins. In the majori- 
ty of cases, operating figures may be 
obtained without any difficulty, de- 
tailed information regarding insur- 
ance coverage, age of receivables, 
condition of inventories, and many 
other things which might be learned 
by correspondence but only after a 
lengthy procedure. 


If an account is approaching finan- 
cial difficulties, invariably there are 
rumors in his particular locality sev- 
eral weeks prior to the actual blow- 
up. In many cases, these rumors 
reach the credit man too late to take 
any preventive measures. Many 
times I have been approached by 
someone similar to this: “What are 
you doing with Joe Doakes over on 
A street? I hear he has been having 
a lot of trouble lately.” Naturally 
this would call for an immediate in- 
vestigation and in several cases, the 
rumors have proven to be well 
founded. One case in particular I 
recall very distinctly as a result of 
a tip I picked up in another city, 
three hundred miles away. I was 
able to save our company over fif- 
teen thousand dollars. 


There is still another important 
advantage in travelling your terri- 
tory. This gives the credit man a 
chance to know the bankers in the 
various localities. Their problems are 
also your problems, and a great deal 
of good can come from occasional 


exchange of information. I mean 
personal talks and not formal stilted 
letters. Banks in most cases are pret- 
ty good watch dogs and can be very 
valuable. 


AILURES have practically been 

unknown to all of us for several 
years. None of us is foolish enough 
to believe, however, that this con- 
dition will last forever. It is up to 
us as credit people, therefore, to 
leave no stone unturned, to keep our 
losses at an absolute minimum, and 
still get the maximum amount of 
business for our companies. There 
is only one way in my estimation 
that this can be accomplished and 
that is personal contacts. If you have 
these contacts and your accounts 
have confidence in you, who are they 
going to look to first when they see 
signs of a storm approaching? You, 
of course. This naturally will tend 
to forestall many bad situations. If 
your debtor knows you only from 
correspondence, he might have an 
opinion you might not relish, and in 
case he needs advice of business 
counsel might go to the wrong 
sources. 

This is most important. Know 
your accounts and be qualified to act 
as a business counselor. Be able to 
advise them regarding mark-ups, 
credits, collections, insurance and 
many other things. Confidence be- 
tween customer and debtor is prob- 
ably one of the greatest assets that 
it is possible to obtain. This alone 
can be of greater assistance in pro- 
moting mutually profitable business 
relationship than any other single 
thing. 

There are many other advantages 
such as the necessity of being in a 
certain city on a date which just hap- 
pens to coincide with a world series 
baseball game, or the Army-Navy 
Football game. I have tried to cover 
the high lights only. I realize it is 
not possible for all of us to call on 
all of our accounts, but I do honestly 
believe it is an important part of a 
credit man’s duty to have personal 
knowledge of his accounts. I prob- 
ably travel ten or twelve thousand 
miles per year and, in spite of all 
this, I still feel I don’t know enough 
about our accounts. Business condi- 
tions today make it an unending 
problem to guard your receivables. 
How successful we are is entirely up 
to us. 
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SELECT RECORD-KEEPING 
PAPERS AND CARDS 


Accountants, treasurers, controllers and book- 
keepers know that record-keeping can be 
done better at low cost on papers and cards 
made with new cotton fibers. The question 
is: Which records should be on paper or 
card of 100% new cotton fibers, which on 
75%, which on 50%, and which on 25%? 


The booklet shown above includes a new 
table telling how much wear and how many 
years’ service can be expected of the various 
grades of ledger papers and index cards. It 
includes valuable suggestions for making 
your record-keeping work, and the buying 
of the forms, more efficient and economical. 


Parsons makes seven types of ledger paper 
and three types of index card stock in a 
wide variety of weights and colors, all made 
with new cotton fibers. All take clean, sharp 
entries from pencil, pen or machine with no 
smudging, and will stand rigid in your files. 
The no-glare surface is restful to the eyes. 
They are engineered to the specifications of 
America’s leading manufacturers of book- 
keeping equipment. Each sheet is solid — 
not pasted — so it cannot split. Ink will not 
run on the fibers. Erasure with chemicals, 
rubber or scratcher, leaves a smooth surface 
the same color. 


King Cotton, symbol of quality in paper, 
suggests: “Send the coupon today for your 
free copy of ‘How To Make Your Records 
Legible and Lasting’. It will N 
help you select the right paper “w 
for various applications, and ep’ 
gives valuable hints on saving y a 
time, effort and paper.” 

SSeS eS SS SSeS SSS SS eee ee eee ee 
PARSONS PAPER COMPANY 
DEPARTMENT 1H 


HOLYOKE, MASSACHUSETTS 





Please send me, without cost or obligation, your 
booklet on selecting the right record-keeping paper 
or index card for each job. 


an (PLEASE PRINT) 
Organization 
OF Fe vite tasstensnkiecnbintastinisbadsiceaiicdenstiacsalanainaaiian 
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multiple federal, state and mu- 
nicipal taxes present a unique 
and challenging problem to the 
credit man in his review of financial 
statements. The problem springs 
from the failure (1) to note on 
many statements furnished as a 
basis for credit existing or potential 
tax liabilities of serious import or 
(2) to otherwise portray a com- 
pany’s current financial picture 
properly. Precipitate declines in or 
complete dissipation of a company’s 
capital following the assertion of 
these claims are not rarities and 
their great significance is not always 
fully evident to the credit man until 
it is too late to act. Bankruptcy 
proceedings demonstrate pointedly 
the innumerable instances in which 
governmental taxing agencies cap- 
ture the lion’s share of a defunct 
company’s assets based on claims 
asserted after statement dates but 
relating to periods prior thereto. 
The failure to provide at state- 
ment dates for these unconceived or 
unripened claims cannot always be 
ascribed to neglect on the part of 
accountants or others who may pre- 
pare the statements. The uncertain- 
ty in regard to existing tax law 
provisions because of ambiguous 
contexts, the broad powers of inter- 
pretation and determination given 
the taxing authorities coupled with 
the dilatory review and enforcement 
procedures, the caprice of such en- 
forcement authorities in their con- 
struction of the revenue statutes, 
combine to render difficult the fix- 
ation of a real or contingent liabil- 
ity that could be the subject of com- 
ment on financial statements at the 
statement date under present ac- 
counting technique. Moreover, the 
conduct of an employee or agent 
may subject a company to tax under 
certain circumstances without the 
knowledge of the management or of 
the accountant employing the cus- 
tomary audit-procedural precautions. 





C muti hazards created by 


HE credit man therefore must be 

continuously circumspect in his 
review of financial statements, par- 
ticularly those of closely held and 
nominally capitalized companies, in 
order to detect undisclosed claims 
that may spell the difference be- 
tween a good and a bad credit risk. 
The scope of a credit man’s ex- 
amination is necessarily limited, but 
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Credit Men Should Watch For 


HIDDEN TAX CLAIMS 


by MAURICE S. PREVILLE 
David Berdon & Company, New York 


there is outlined below matters or 
items to be considered for clues to 
undisclosed tax claims innocently or 
otherwise omitted. 

1. Determine the last taxable year 
examined by the Federal tax unit. 
Generally, the Federal Bureau has 
examined all but the returns for the 
last two years. If the company has 
not received notice of completion of 
examination of returns for earlier 
years such delay may indicate the 
Federal Bureau’s intention to levy 
an assessment, small or substantial, 
or may indicate that the company’s 
transactions are under review by 
special agents or the fraud squad 
of the Treasury Department. 

2. Examine yearly surplus recon- 
ciliations for charges for additional 
tax assessments relating to prior 
years. Disallowances and other ad- 
justments that resulted in the ad- 
ditional assessment may also be 
made in subsequent periods for sim- 
ilar items and thereby produce ad- 
ditional tax liabilities for those peri- 
ods. 

3. Ascertain whether the stock- 
holders of the company are in con- 
trol of another corporation. Trans- 
actions between companies the stock 
of which are commonly held are 
carefully scrutinized by tax agen- 
cies and where not at “arm’s 
length” may result in additional tax. 
Moreover, under certain circum- 
st nces, such agencies may reallo- 
cate income and expenses between 
related companies and in some situ- 
ations attribute the net income of all 
companies to one. 

4. Establish, in the case where a 


company has acquired the assets of 
another company either through 
merger or through dissolution of a 
subsidiary, the potentials of trans- 
feree liabilities. 

5. Review the current and past 
few years’ financial statements for 
possible assertion of tax on undis- 
tributed profits. Ordinarily, a com- 
pany facing this problem is finan- 
cially sound, but sometimes the tax 
is claimed in a subsequent year 
when the company’s current posi- 
tion is not too healthy and cannot 
withstand the impact. 

6. Inquire whether all necessary 
state tax returns have been filed and 
whether allocation or other formu- 
lae employed in the computation of 
tax have been approved by the tax 
departments. The tax and penalties 
for failure to file returns or to use 
acceptable formulae over a period of 
years may be formidable where the 
cumulative deficiencies are later as- 
serted in the year discovered. 

7. Scrutinize the various items 
appearing on the balance sheet; tax 
incidence may lurk therein. 

(a) Cash may include (1) 
amounts withheld from employees 
(2) sales, excise or other tax 
monies, that are special trust funds 
and not available for payment to 
general creditors. 

(b) (1) Inventories located in 
warehouses may require payment of 
Federal duties on withdrawal. 

(2) Inventories located in other 
states may indicate the company is 
subject to franchise or property 
taxes in those states not as yet ac- 
counted for or remitted. 
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(3) The method of evaluating in- 
ventories from year to year should 
be uniform. Unauthorized changes 
in the method of inventory valuation 
may give rise to additional taxes. 
Excessive reserves in inventories 
may produce onerous additional as- 
sessments in a depressed year when 
merchandise is not then readily sale- 
able. 

(c) Officer-stockholder debit bal- 
ances may be regarded as dividends 
to the stockholder by the tax de- 
partment and consequently may re- 
quire further withdrawal of cor- 
porate funds by the stockholder to 
meet such tax assessment. 

(d) Discharge of bonds, notes 
payable or other indebtedness by the 
company at less than face value may 
result in taxable income. 

(e) Where income has been de- 
ferred for tax purposes the mere 
realization of assets shown on the 
statement may result in substantial 
tax liabilities. 

(f) Increases in capital stock re- 
sulting from recapitalizations or 
stock distributions may give rise to 
tax to the stockholders and in closed 
corporations may require  with- 
drawal of corporate funds by the 
stockholders to meet the tax obliga- 
tion. 

(g) Provision for taxes should 
be made for credits to surplus rep- 
resenting income or expense adjust- 
ments relating to prior periods. 


8. The operating _— statement 
should be reviewed for expenses or 
deductions that may be held exces- 
sive. Past disallowances and adjust- 
ments made by the tax department 
should be used as a guide. Particular 
note should be made of the reason- 
ableness of officers’ compensation, 
charges for depreciation, provisions 
for bad debts, traveling and enter- 
taining expenses, miscellaneous ex- 
penses and similar items of ambigu- 
ous nomenclature. 

The foregoing listing is not in- 
tended to be all-embracing but mere- 
ly touches upon a few of the items 
that invite inquiry on the review of 
a financial statement. Limited space 
does not permit of their further 
elaboration or enumeration. How- 
ever, the importance of determining 
latent tax liabilities covering past 
and current years cannot be over- 
emphasized in these recessive years 
which follow several years of high 
profits and taxes. 


Baltimore Survey 
Results Parallel 
Those of N. Y.-L. A. 


The Baltimore Association of 
Credit Men has just completed a 
survey of credit conditions in the 
Baltimore market. The response to 
the questionnaire was markedly 
good. One interesting fact to emerge 
from the survey was that the results 
were almost identical with those re- 
ported by New York and Los An- 
geles in their survey released last 
month. 

The questions and figures in the 
Baltimore survey follow: 


1. In your trade, were the number 
of customer business failures in 
the past six months greater than 
in the previous six-month period? 

Yes 43.5% No 50.6% Nocomment 5.9% 
Although there is evidence of in- 
creased business failures no one 
industry reported an unusual or 
sudden trend. 

2. Please check ONLY ONE of the 
following. Do you expect, within 
the next six months, 


increased failures? .... 37.4% 
fewer failures? ............ 3.2% 
no appreciable change? ...... 54.9% 
re 4.5% 


Optimism for the future is ex- 
pressed by the majority. 


3. Please check ONLY ONE of the 


following. Compared with the 
previous six-month period, were 
collections during the last six 
months 


ICTR Feo. ose sk 5 keds 66.4% 
GROIN EN 2h iii. chase cd SRR 12.2% 
PO TRANOE ogi sere scdsbl alice ovessuate 20.1% 
NO COMMENE . oc. ko ees 1.3% 


4. Is there today: 


No 
Yes No Comment 

customer resist- 

ance to prices? 77.3% 15.6% 65% 
cancellation of 

future orders? 19.5% 57.0% 23.5% 
larger orders 

(units) and 

larger future 

commitments 

than six months 

a 16.2% 65.0% 188% 
smaller orders 

(units) and 

smaller future 

commitments 

than six months 

te sy 63.0% 17.5% 19.5% 
unfilled backlog 

of orders? ... 27.5% 54.2% 18.3% 


5. From your observation, would 
you say that merchandise inven- 
tories of your customers are: 


VRE boo hee tees 40.3% 
low? ..... 38.3% 
heavy? i a aaa rte 13.0% 
Vio COMME | <6. sb seed 8.4% 


6. Please check ONLY ONE of the 
following: During the past six 
months have prices in general in 
your business: 


WICHURSOES cs oe os Sas ens 12.3% 
I gio iickes kiss sienna 41.5% 
remained the same? ......... 42.9% 
WEEN 6 dors obs sos Sean 1.3% 
TO COMMENE codec oii deowies 1.9% 


Use This Extra Resewe 4bccount 
if 


Through the ages insurance and banking have 
worked side by side. Insurance has gained an in- 
timate knowledge of the protection needs of banking. 
Bankers draw on this knowledge. Are you using this 


account? 


You incur no obligation by referring 


your property insurance problems to 


THE PHOENIX-CONNECTICUT GROUP 
OF FIRE INSURANCE COMPANIES, HARTFORD, CONN. 


Combined Statement December 31, 1948 


Liabilities 
Surplus to Policyholders 


Losses paid to December 31, 1948 
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$112,222,583 
57,589,157 
54,633,425 
442,822,252 
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CONVENTIONS PAY 
DIVIDENDS 


54th ANNUAL 
CREDIT CONGRESS 
LOS ANGELES, MAY 14-18 
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Secretaries Vote Thanks to NACM 
Committee for Exceptional Work 
on Revisions to theConstitution 


URING the National Board Meet- 
D ing in Chicago last November the 

Constitutional Revision Committee 
presented its report to the Board of Di- 
rectors. As noted in last month’s issue 
this report was given exceptionally careful 
study and the Committee was instructed 
to rewrite certain portions of the pro- 
posed new Constitution and submit the 
amended version to the local Associations 
for approval or comment. 

The Secretarial Council, composed of 
members elected from Association secre- 
taries, has for a long period of time been 
urging revisions to the Constitution. The 
Chairman and two Vice-Chairmen who 
were present at the National Board Meet- 
ing, having heard the report of the Con- 
stitutional Revision Committee, were so 
impressed that they went on record as 
approving most heartily the Committee’s 
efforts. 

A message to this effect has been re- 
ceived from Mr. C. P. King, Seattle’s 
secretary, Chairman of the Secretarial 
Council which we reproduce below ver- 
batim. 

® 


ago recommended that the National 
constitution be redrawn. A committee 
was appointed, and they have given this 
matter attention for the past two years. 
At the National Board meeting in Chi- 
cago November 14-16, 1949, this com- 
mittee submitted a draft of the constitu- 
tion which was, by the Board and the 
members of the Secretarial Council, an- 
alyzed paragraph by paragraph. The 
committee is now preparing a new draft 
incorporating the changes suggested at 
the Chicago meeting. This will shortly 
be mailed to each association. 

The Secretarial Council urges every 
association to give this early attention, 
and asks that if there are any questions or 
suggested changes, you make known your 
suggestions to the committee, in order 
that they may have an opportunity to 
consider them and make any further 
changes found necessary. 

These by-laws will be submitted to the 
membership at the Los Angeles Credit 
Congress, and it is the hope of the 


t. Secretarial Council several years 


Secretarial Council that your delegates 
will be sent to the Congress with in- 
structions to approve them. 

The Constitution Revision Committee 
has done an exceptional job for the credit 
fraternity, and a motion was unanimously 
adopted at the Board meeting in Chicago 
thanking the committee and especially 
the chairman, Mr. E. L. Blaine, Jr., for 
the time, attention and thought they have 
given to their assignment. This resolu- 
tion was suggested by the Secretarial 
Council. 


Dr. Nadler Discusses 
1950 Prospects at 
New York Luncheon 


New York: Dr. Marcus Nadler, Pro- 
fessor Banking and Finance, New York 
University, gave an address on the “Out- 
look for business in 1950” at a special 
luncheon meeting held by the New York 
Credit Men’s Association in the grand 
ballroom of the Hotel New Yorker Jan- 
uary 11. 

He touched on devaluation, the effect 
of foreign affairs on business, the labor- 
management situation, competition and 
unemployment. 

Following the luncheon a roundtable 
conference on foreign credit conditions 
was held under the auspices of the For- 
eign Credit Interchange Bureau, NACM. 


NACM Counsel Tells 
Of Association Work 
At Lawyers’ Meeting 


W. Randolph Montgomery of Gerdes 
& Montgomery, counsel to the National 
Association of Credit Men, addressed 
the annual meeting of The American 
Business Law Association, which took 
place December 28 and 29, at the House 
of the Association of the Bar of the 
City of New York. He described Asso- 
ciation work and the aspects of it which 
have an interest for those teaching or 
studying business law. 
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Mell Oliver, Gus 
Horn Lauded In 


Two Testimonials 


HE deaths of Gus P. Horn, former 
| Secretary of the Omaha Association 

and that of Mell Oliver, Executive 
Manager of the Western Pennsylvania 
Association, coming as they did so close 
together, was a profound shock to all who 
had known them. Both were exceptionally 
highly respected, not only for their per- 
sonal qualities but also for their very 
real contributions to the National Asso- 
ciation and to their local groups. 

The Secretarial Council during the 
Board Meeting last November decided 
that some form of testimonial should be 
written to express their deep sense of 
loss at the deaths of these two fine exec- 
utives, for publication in this issue. Any- 
one who knew either man is bound to 
subscribe heartily to the sentiments ex- 
pressed by these testimonials. 


Gus P. Horn 


“The Lord gave, and the Lord hath 
taken away; Blessed be the name of the 
Lord.”—Job 1-21 


o= good friend and associate, Gus 
Horn, is gone. We shall miss him. 

His passing completes a life full of 
consistent effort for the betterment of 
the Credit Fraternity and his fellow-man ; 
a life of civic service to his community, 
and gentle kindness to others; a life 
wherein he gave his best without stint or 
hindrance. As one of our outstanding 
Managers, he leaves a place unfilled. 

Those who were privileged to associate 
with Gus Horn closely, as we did, will 
keep his memory fresh in our hearts. We 
shall remember his fine traits of char- 
acter and sterling worth, making ever 
keener, the realization of our loss of a 
friend, and co-worker. 

We mourn with Mrs. Jessie Horn, and 
her fine family. With heads bowed in 
sorrow, we once again give thought to 
the transitory nature of human life, and 
the certainty of death. We become more 
sensible to life’s greatest values, the 
triumphs to be found in the spirit. 

In grateful memory, we shall treasure 
the inspiration of Gus’ genial personality, 

(Continued on following page) 
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loyal friendship and fine contributions 
throughout the years. May God rest his 
soul. 


Mell Oliver 


UR recently departed friend, Mell 

Oliver, did a grand job as Secretary 

of the Pittsburgh Association. He was also 

a Secretaries’ Secretary and as time goes 

on, the other local Association Secretaries 
miss his wise counsel more and more. 

He was an expert credit service man 
for his Pittsburgh Association. But his 
view was also national in scope, and he 
always contributed generously of his 
time and advice to Association Secre- 
taries at their secretarial meetings, where 
he usually started his remarks by saying 
“if we are to serve our members na- 
tionally.” 

Mell is remembered by the Secretaries 
as a forthright man who stoutly advocated 
his sincere convictions in discussions with 
fellow Secretaries, yet he had that rare 
faculty of never offending, and also re- 
specting others’ views. His willingness 
to seek a sound basis of agreement in 
working with other local Secretaries was 
a major contribution to the National 
Association of Credit Men. 

Mell Oliver was a Christian man who 
could work kindly with his fellow men, 
and he is remembered by the Secretaries 
with kindly thoughts. Could any man 
leave a better legacy to others than 
kindly thoughts? The Secretaries salute 
Mell Oliver in his peaceful rest. 


MEMBERSHIP PROGRESS 


REPORT 
May 1, 1949 to December 31, 1949 
Members 

Class AA Net Gain 12-31-49 Percent 
Chicago 37 2063 101.82% 
Louisville 13 1048 101.25 
Indianapolis 11 956 101.16 
Class A 

Boston 38 629 106.42% 
St. Louis 22 888 102.54 
Pittsburgh 18 777 102.37 
Class B 

Denver 23 333 107.41% 
San Diego 24 437 105.81 
New Orleans 14 290 105.07 
Class C 

Houston 47 249 123.26% 
Syracuse 22 223 110.94 
Toledo 6 212 102.91 
Class D 

Columbus 17 128 115.31% 
Richmond 8 152 105.55 
Spokane 7 137 105.38 
Class E 

Cape Girardeau 19 61 145.24% 
Nashville 17 65 135.41 
Elmira 8 54 117.39 
Class F 

Quincy 9 36 133.33% 
Erie 6 26 130.00 
Madison 2 17 113.33 
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Chattanooga Has 
New Name, Elects 


New Officer Slate 


Chattanooga: The Chattanooga Asso- 
ciation of Credit Men have decided to 
change the name of their Association 
and it is now known as the National 
Association of Credit Management, Inc., 
Cherokee Unit. 

At the December 13 Christmas meeting 
of the newly named Association, which 
was in the hands of the Credit Women’s 
Group, David A. Weir, Executive Vice 
President of the Credit Research Founda- 
tion, Inc., and Secretary and Assistant 
Executive Manager of the National Asso- 
ciation of Credit Men, spoke on “The 
Easy Payment Path to Success.” 

New officers were elected for 1950 as 
follows: President, T. P. Fraser, Brock 
Candy Co.; First Vice-President, K. H. 
Heald, Vance Iron & Steel Co.; Second 
Vice-President, Mrs. A. S. Burkart, 
Burkart-Schier Chemical Co.; Secretary- 
Treasurer, G. Royal Neese, Adjustment 
Bureau; Chairman of the Board, Paul 
Ramsey, Ramsey Electric Supply Co.; 
Councillor, Paul J. Viall, The Chat- 
tanooga Medicine Co. 


Talk and Films of 


Pacific are Feature 
of Detroit Meeting 


Detroit: The regular monthly meeting 
of the Detroit Association was held De- 
cember 13th in the auditorium of the 
Detroit Edison Company. The meeting 
was of an unique nature in that the 
Detroit Group were guests for dinner 
of the Detroit Edison Company. 

The principal speaker of the evening 
was Mr. Charles J. O’Connor, president 
of Reichhold Chemicals Incorporated. In 
the interest of his company Mr. O’Con- 
nor has made several trips to foreign 
lands and has gained a wide knowledge 
of conditions and economics of various 
countries. His topic of the evening was 
titled “Across the Pacific.” To further 
entertain the Group, Mr. O’Connor pre- 
sented an interesting film in color made 
on his recent travels. 


Executive Discusses 
Gold Standard During 
Meeting at Pittsburgh 


Pittsburgh: Philip M. McKenna, Pres- 
ident of Kennametal, Inc., Latrobe, Pa., 
spoke at the December 6 Credo luncheon 
of The Credit Association of Western 
Pennsylvania. 

Speaking on “Why Americans Need 
the Gold Standard and How to Get It 
Now” he presented his subject in lay- 
man’s language and in a simplified and 
practical application to our current eco- 
nomic situation. 


Credit Executives 
Greet Christmas 
Throughout Nation 


Christmas has come and gone. Diges- 
tions are now normal again and the 
family pocket book has at least a little 
meat on its bones once more. But while 
it lasted it was the usual wonderful festi- 
val celebrated by credit executives just 
as much as anyone else. 

Christmas parties were the main De- 
cember functions of almost all Associa- 
tions. Some put aside business and con- 
centrated on fun and frivolity. Others 
mixed fun with serious discussion. And 
some, apparently not knowing which to 
do, did nothing. 

The Hartford (Conn.) Association took 
over the Wethersfield Country Club in 
nearby Wethersfield for an evening of 
unabashed amusement. Omaha, Bingham- 
ton (N. Y.), Bridgeport (Conn.), Cleve- 
land, Youngstown, South Bend, Mil- 
waukee, Pittsburgh, Los Angeles, Wor- 
cester, Cincinnati, just to drag a few 
places out of a hat greeted Santa Claus 
with enthusiasm and a light heart. 


Some Associations called on the local 
clergy to come and remind them of what 
Christmas means. In Dallas, for in- 
stance Dr. W. A. Chriswell paid his 
annual Christmas visit to the Associa- 
tion to deliver his Christmas message. In 
Kansas City Dr. Frank J. Pippin of the 
Community Christian Church was the 
speaker. Many other clergymen were 
Christmas speakers. 


And some kept their thoughts on more 
serious things. In Columbus Henry H. 
Heimann was the speaker. The follow- 
ing night he addressed the St. Louis 
Association, keeping unbroken a record 
of many years of Christmas visits to the 
Association. In Seattle a member of the 
Royal Economic Mission of Sweden was 
the speaker. 


However they did it, almost all Asso- 
ciations had some kind of Christmas 
festivity and all were reported successful. 
This publication celebrated Christmas too 
by trying to send the last vestige of copy 
to the printer ahead of time, in other 
words by working a little harder than 
usual. 


U. S. Official at New Orleans 


New Orleans: Sidney J. Gonsoulin, 
Manager U. S. Department of Labor, 
described the new Federal Wage and 
Hour Bill at the December 14 credit 
luncheon of the New Orleans Credit 
Men’s Association. 


Elmer H. Weihe 


Toledo: Elmer H. Weihe, Assistant 
Treasurer of the Owens Corning Fibre 
Glass Corporation and a past president 
of the Toledo Association of Credit Men, 
died early in December. Funeral services 
were held on Saturday, December 10, and 
burial was at the Toledo Memorial Park. 
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NEW ORLEANS 
J. J. Culver 


ASSISTANT SECY. & TREAS. 


Blue Plate Foods Inc. 





COLUMBUS 

J. J. Steig 
CREDIT MANAGER 
Tracy-Wells Co. 





FARGO 
C. H. Abraham 
CREDIT MANAGER 


Dakota Tractor & Equip. Co. 


SOUTH BEND 


John Appleton 
CREDIT MANAGER 
Bendix Products 





ST. LOUIS 
R. H. Groppe 
CREDIT MANAGER 
Arel Inc. 


ASSOCIATION 
PRESIDENTS 


LL THE MEN who should know are 
announcing that 1950, at least the first 
half of 1950, will be a relatively carefree 

period for business. That’s good news in- 
deed. But all the experts add the little tag 
line on the end of their optimistic forecasts : 
failures will increase. 


So it looks as though 1950 is going to be 
the year when the credit executive will show 
himself to be something more than a statistic 
on a payroll and when creditor cooperation 
is going to be more important than ever. It 
looks like an important year for credit 
Associations and a busy one for the men 
who have been elected to lead them. 


May these men be blessed with wisdom, 
courage and the firm support of their fellow 
members in their vital task of leadership. 


QUINCY 
Clarence W. Jackson 
CREDIT MANAGER 
Moorman Mfg. Co. 
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GRAND RAPIDS 
John Oole 
CHIEF ACCOUNTANT 
Metal Office Furniture Co. 





SPOKANE 

T. H. Barker 

MANAGER 
Colyear Motor Sales Co. 





PEORIA 
William E. Sanders 
ASSISTANT TREASURER 
Hagerty Brothers Co. 





JEFFERSON CITY 
Harry L. Miller 
CREDIT MANAGER 

Tweedie Footwear Co. 
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Confidentially Speaking 


Kenneth C. Tiffany, formerly Director of Finances of Burroughs Adding 
Machine Co., Detroit, has been appointed Vice-President of Finances ... N. S. 
Clifton has succeeded P. H. Hagstrom as Credit Manager at Permatex Company, 
Brooklyn, N. Y. ... E. J. Blalock is now looking after credits at Blalock- 
Knighton Fruit Co., Inc., Shreveport, La. ... Ralph V. Peoples has taken over 
Credit Management at Continental Oil Co., Denver, Colo. . . . Joe Cobb has 
succeeded W. K. Love as Credit Manager at McKesson-Robbins, Inc., Memphis, 
Tenn. . . . Mrs. Eleanor Babcock replaces Mrs. Smith as Credit Manager at 
Hughes-Peters, Inc., Dayton, Ohio . . . B. T. Caveny is the new Credit Manager 
at Simplex Div., Barlow & Seelig Mfg. Co., Algonquin, Ill... .C. A. Malyska 
is now Credit Manager at National Container Corp., Chicago, Ill. . . . William 
L. Busch succeeds Elmer Otto as Credit Manager at Charles Pfizer & Company, 
Inc., Brooklyn, N. Y. . . . Morton M. Friedman replaces Joseph Finster as 
Credit Manager at Serutan Company, Newark, N. J. ... Gordon V. Hager 
succeeds John Kemps as Assistant Treasurer & Credit Manager at American Enka 
Corporation, Enka, N. C....G. E. Huber has replaced S. Schmalbach as Credit 
Manager at Aris Gloves, Inc., Gloversville, N. Y. 

SAN FRANCISCO CHANGES—Starr W. Dunham is now handling Credits 
at Mackenzie & Harris, Inc. ...K. D. Esiminger is the new Credit Manager 
at Weeks Howe Emerson Co.... J. B. Corkins is now Credit Manager at Shell 
Chemical Corporation ... B. A. Lopez is now General Credit Manager at Crescent 
Electric Company ... D. A. Marsh is the new Credit Manager at Ransome 
Company ... 8S. King is Credit Manager at Colberg Supplies . . . Miss Mar- 
guerite L. Gutting is now Credit Manager at California Tire Co. ... W. E. 
Manheim is the new Credit Manager at Stapland, Inc. ...R. J. Caton now 
handles Credits and Collections at Eastman Kodak Stores, Inc.... H. S. Ramsey 
is now Credit Manager at Fruehauf Trailer Company ... Wm. Hurlbert now 
handles Credits at Western Box Distributors ... John Melvin is the new Credit 
Manager at LeRoy Olson Company . .. Joe Cranmer is now Credit Manager 
at Farmer Bros. Co. 

Homer Cable has had the responsibilities of Treasurer added to his duties as 
Secretary of The Thackray Co., Johnstown, Pa. ... J. F. Schumacher is now 
Credit Manager at Pioneer Suspender Company, Darby, Pa. ...W. Lea Wagner 
succeeds H. A. Hanks as Credit Manager at Acme White Lead & Color Works, 
Salt Lake City, Utah. . . . Miss Rosella Holmes is the new Credit Manager 
at Lawrence M. Purcell Co., Inc., Denver, Colo. . . . Benjamin Boyd has been 
elected Treasurer of Emerson Drug Co., Baltimore, Md., succeeding Hamilton 
Shea, resigned, who has entered the management consulting field ... J. A. Rider 
replaces Mr. Moyer as Assistant Treasurer at Motorola-Philadelphia Co., Phila- 
delphia . . . John H. Tross succeeds M. C. Knabe as Credit Manager at Key- 
stone Fabricating Co., Pittsburgh, Pa. ...W. C. Kvenzig is the new Chief Ac- 
countant at Gordon Lubricating Co., Pittsburgh, Pa. ... E. A. Howe succeeds 
R. A. Hubbard as Credit Manager at Central Surety & Insurance Corp., Kansas 
City, Mo., Mr. Hubbard being advanced to executive work. 

CHICAGO CHANGES—Irwin H. Goldman is now Credit Manager at Century 
Fabrics Company ... J. T. McGarry is the new Credit Manager at Chicago 
Rawhide Mfg. Co. ...R. H. Koltenback is now Credit Manager at Electric 
Supply Corp. . . . Walter J. Byrne is Credit Manager at General Outdoor 
Advertising Co. . . . Howard F. Culver is Credit Manager at Maclean- 
Fogg Nut Co. ... Morris Gordon is the new Credit Manager at Morris Paper 
Mills .. . W. P. Powers is Credit Manager at Standard Varnish Works ... 
Ray R. Maguire is in charge of Credits at United States Plywood Corp... . 
William D. Soske has succeeded Earl Neighbors as Credit Manager at National 
Steel Company ... James P. Hasty is now Credit Manager at Chicago Sugar 
Co. ...R. E. Hansen now manages the Credit Department at Bodine Electric 
Co. ... R. I. Winkel is the new Credit Manager at Chicago Auto Spring Co. 
. . . Hugh M. Driscoll has been made a member of the Board of Directors and 
also Executive Vice President of the National Boulevard Bank. 

Ralph Hinckley has resigned as Manager of The American Insurance Co., 
Boston, Mass., and J. Walter Byrne has been appointed to succeed him... 
George H. DeMann has been advanced to Credit Manager at Arthur J. Wiltse 
Co., Detroit, Mich., succeeding Douglas King, resigned . . . Arthur Keller is now 
Credit Manager at Nunn-Bush Shoe Co., Milwaukee, Wis. . . . Harry E. Fell 
has succeeded S. C. Ruhl as Credit Manager at McCleery-Carpenter Electric Co., 
Columbus, Ohio . . . Harrison Peddie succeeds J. J. Seidel as Credit Manager 
at Beebe & Runyan Furniture Co., Omaha, Nebr., Mr. Seidel now traveling in 
sales work . . . Lee Brennen, Office and Credit Manager, Reed-Prentice Corp., 
Worcester, Mass., and Vice-President of the Worcester Association of Credit Men, 
recently was awarded The Most Valuable Member Award by the National Office 
Management Association . . . Alan Collier now handles Credits and Collections 


at Gale Enameling Co., Indianapolis, Ind. . . . Robt. Young is the new Credit 
Manager at A. P. Englehart Co., Saginaw, Mich... . William C. Chitty succeeds 
M. J. Cohea as Credit Manager at The Sherwin-Williams Co., St Paul, Minn. 

—E. B. M. 





Swedish Economist 
Speaks at Seattle 
Christmas Meeting 


Seattle: The Seattle Assocation of Cred- 7 
it Men in more serious mood than most 
Associations during December heard a 7 
talk on devaluation and world economy at 7 
their Christmas membership meeting on | 
Monday, December 19. : 

The speaker was J. Oscar Soderberg 7 
of the Economic Department, Lunn’s Uni- 7 
versity, Malm6, Sweden. Mr. Soderberg | 
is touring the United States as a member |” 
of the Royal Swedish Economic Commis- 
sion to study the effects of devaluation 
in this country. He has written several 
works on the Swedish economy. 





Ohio Valley Conference 
Representatives to Hold 
Meeting in Cincinnati 


Cincinnati: The district representatives 
of the sixteen Associations comprising 
the Ohio Valley Regional Conference 
will hold a planning meeting February 
18 under the chairmanship of Herman S. 
Kessler of Louisville, conference chair- 
man. The conference is scheduled for 
October 20 and 21 and will be held in 
Louisville. 


Credit Practices Are 
Aired at Terre Haute 


Terre Haute: E. L. Augustus, Execu- 
tive Secretary of the National Fuel Credit 
Association, addressed the Terre Haute 
Association of Credit Men, on December 
9. His subject was “Fair Play Among 
Credit Executives.” 

He explained the workings of the Fuel 
Trade Association and how they have 
developed the spirit of cooperation among 
credit managers. 


OFFICE MACHINES 
FOR SALE 


One (1) Burroughs style 720610 Type- 
writer Accounting Computing Machine, 
purchased in 1946, and One (1) Bur- 
roughs style 72013 Typewriter Account- 
ing Computing Machine, purchased in 
1948. Both machines used for payroll, 
stock records, accounts receivable and 
accounts payable. Box J-2 Credit and 
Financial Management. 





POSITIONS WANTED 


Credit-Office Manager-Accountant, twenty-five 
years with national organizations. Traveled ex- 
tensively. Seeks permanent position. Learn 
something of interest by reviewing my experi- 
ence, background, also potentialities, Box J-1, 
Credit and Financial Management. 


EXECUTIVE AVAILABLE 


As credit manager or assistant treasurer, fifteen 
years of heavy and varied experience in broa 
corporate affairs, including credit administra 
tion. Mature judgment with flexibility, univer 
sity graduate, age 39 and stable family man. 
Thoroughly “sales-minded” with ability to deal 
effectively with the public and work congenially 
with others. Available on reasonable notice. Your 
reply will be considered in strict confidence. Box 
J-3, Credit and Financial Management. 
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News from the 


CREDIT WOMEN’S GROUPS 


St. Paul: The December meeting of the 
St. Paul Wholesale Credit Women’s 
Club was held as a joint meeting with 
the St. Paul Wholesale Credit Men’s 
group and the ladies had charge of the 
party which was held at the Riverview 
Commercial Club. Christmas decorations 
and entertainment prevailed, including 
singing, square dancing, exchange of 
gifts and a most delectable turkey dinner 
with all the trimmings. Seemingly all 
enjoyed themselves fully. 

Our January meeting will be held s 
usual on the scheduled Thursday and we 
expect to have the pleasure of entertain- 
ing our Minneapolis Credit Women 
friends at this meeting. 


Boston: The December dinner meeting 
of the Boston Credit Women’s Group was 
held Thursday evening, December 8, 
at the Pioneer Hotel. We had the largest 
attendance in the history of the Club. 

The technicolor movie “Historic Vir- 
ginia” was presented by Mr. Alfred 
Williams of the Public Relations Execu- 
tive Department of Esso Standard Oil 
Co., which was beautiful, educational 
and amusing. 

Our guests were Mr. & Mrs. Henry 
Lamb. Mr. Lamb is Executive Manager 
of the Boston Credit Men’s Association. 
He gave a short talk commenting espe- 
cially on the fine cooperation which 
exists between our Credit Group and the 
Men’s Credit Group. 

A social hour followed and Christmas 
gifts were exchanged. Each member also 
brought Christmas presents for the 
Friendly Folks Club, a recreational in- 
stitution for the aged. 


Houston: “The Meaning of Christmas” 
was beautifully and impressively in- 
terpreted by the Very Reverend Hamilton 
Hyde Kellogg, Dean of Christ Church 
Cathedral, at the December meeting of 
the Wholesale Credit Women’s Club of 
Houston. Dean Kellogg brought out 
that the four things in life that meant 
more, according to his thinking were: 
Right Thinking, Right Feeling, Right 
Acting and Right Believing. 

Guests for the evening were Mr. E. 
J. Eller, Assistant Credit Interchange 
Manager, St. Louis, the new officers and 
board members of the Houston Associa- 
tion of Credit men and their wives. 


Milwaukee: A “Dr. I. Q.” quiz was 
one of the features of the Milwaukee 
credit women’s Christmas party on Tues- 
day, December 13. Questions concerned 
the functions of the National Associa- 
tion, its officers, the credit women’s Na- 
tional Committee, its members and its 
functions. Other questions brought out 





Louisville: Miss Alleen Harrison, partner 
of the Tafel Electric & Supply Co., was 
presented with a silver service recently in 
recognition of thirty years’ service to her 
company, at a dinner given in her honor by 
Mr. and Mrs. Paul Tafel. In the picture are, 
left to right: Paul Tafel, Miss Harrison and 
Frank Andriot, a salesman with thirty-five 
years of service. 

a 


details of the Credit Research Founda- 
tion. 

This year’s project is the purchase of 
furniture for the lounge of the Milwaukee 
chapter of “Junior Achievement.” A $100 
scholarship to Marquette University will 
be awarded to a high school girl, selected 
by the advisors of “Junior Achievement.” 


Pittsburgh: December 15 was the date 
and the Hotel Roosevelt the place of the 
Pittsburgh Credit Women’s Annual 
Christmas Party, which was attended by 
ninety members and friends. In the ab- 
sence of Santa Claus a snowman in the 
person of Lucy Douglas came instead 
with gifts and door prizes. Greetings 
were brought to the group by Judge Sara 
M. Soffel, Association President Ivan 
Hillman and Executive Manager Dudley 


Meredith. 
2 


Minneapolis: The Minneapolis Credit 
Women’s Christmas party was held at 
Dayton’s Grill on Tuesday, December 13. 
Greetings were extended to members and 
their guests by the President. Christmas 
carols were sung under the leadership of 
a quartette of members. A brief talk was 
given by the principal of the Louis Agas- 
siz School for the Deaf. She introduced 
a boy from the school who was presented 
with a hearing aid, a gift from the group. 

* 


Cincinnati: The Cincinnati credit 
women held a group party December 6 
at the Cincinnati Club. Fifty-four mem- 
bers and guests attended. Gifts were ex- 
changed and toys donated to be sent to 
an orphanage. 

The following Tuesday, December 13, 
the credit women took charge of the reg- 
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ular Tuesday Credit Club luncheon. The 
speaker was Rosa Basler, treasurer of the 
F. D. Lawrence Electric Co., and vice- 
chairman of the National Credit Women’s 
Executive Committee. 


Portland: The Portland credit women 
have revived the Credit Mirror, their 
publication which was suspended some 
years ago. 

At the Christmas party every member 
presented a dollar toy as her contribution 
to the Toy and Joy Makers. A reading 
of the Christmas story by Esther L. Har- 
court, of the speech arts department at 
Lewis and Clark College was a feature 
of the meeting. 


Amarillo: Members of the Amarillo 
Wholesale Credit Women’s Group were 
guests at a Christmas party at the Ama- 
rillo Club for their December meeting. 
Gifts were exchanged following dinner. 

On December 16 the members met at 
the Herring Hotel for a buffet dinner, 
after which Christmas baskets were as- 
sembled for the needy families which the 
Group is sponsoring. 


Hawaii Damage Suit 
Settled Out of Court 


An out-of-court settlement of the 
$50,000 damage suit filed June 1 against 
Jack W. Williams, doing business as 
the Mercanftile Credit Bureau, and Arnor 
Arthur Aurdal, an employe of Mr. Wil- 
liams, was announced today by Alvin A. 
Smith, who instituted the suit. 

Mr. Smith, who is the owner and 
manager of both the Credit Bureau of 
Hawaii and the Mercantile Reference 
Agency, claimed plagiarism and misuse 
of his trade styles by Mr. Williams and 
Mr. Aurdal. 

Under terms of the settlement, Mr. 
Smith said that Mr. Williams and Mr. 
Aurdal agreed to discontinue using the 
style name of the Mercantile Credit Bu- 
reau or any other similar name “calcu- 
lated to induce the belief or deceive the 
public that the business being performed 
by Williams and Aurdal is being per- 
formed by Alvin A. Smith.” 

Mr. Smith said that Mr. Williams and 
Mr. Aurdal further agreed to withdraw 
from circulation and future use a so- 
called “Mercantile Credit System” and 
destroy all copies. 

In his action for damages, Mr. Smith 
alleged that while Mr. Ardal was in his 
employ he secretly abstracted from Mr. 
Smith’s office copies of “all or substan- 
tially all” the forms, plans, systems and 
records in use by Mr. Smith’s firms. 

Further, Mr. Smith claimed that Mr. 
Aurdal “acting in concert” with Mr. 
Williams caused a_ substantial number 
of his forms and records to be reprinted 
in “almost identical form and character- 
istic style’ developed by Mr. Smith, 
using however the name “Mercantile 
Credit Bureau” in place of the names 
“Mercantile Reference Agency” and 
“Credit Bureau of Hawaii.” 
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Interstate Commerce Commission 


Prescribes New Rules For The 
Regulation of COD Shipments 


The Interstate Commerce Commission, Section Five, held a session No- 
vember 25 to prescribe rules and regulations concerning the handling of 
COD shipments by motor common carriers. The new rules will become 
effective March 1. 

A hearing on the proposed new rules was held in Washington on Febru- 
ary 18, 1948 at which proposals and objections were heard. The National 
Association of Credit Men was represented at this hearing by Sam J. 
Schneider, Secretary of the Louisville Association, who has worked tire- 
lessly for such rules for many years. In fact, so bad was the situation that 
fourteen years ago the Louisville Association began publication of the 
“Blue Book” for motor trucking for the guidance of members, which was 
a shippers’ experience record of trucking firms. 

The new rules provide that all motor common carriers must publish, 
post and file tariffs which contain rates, charges and rules of such service 
and must conform to them. The rules also call for payment to the con- 
signor or someone designated by him within ten days of delivery to the 
consignee. Further the rules state that adequate records must be kept by 
the carriers which will facilitate investigation as to whether the rules are 
being complied with. 

One proposed rule which was not prescribed by the Commission would 
have called for bonds on a sliding scale according to the amount of COD 
business handled. Otherwise every requirement offered in Mr. Schneider’s 
testimony has been met. 

“Unquestionably our membership throughout the United States has 
suffered losses running into the hundreds of thousands of dollars,” Mr. 
Schneider writes, “because of the lack of supervision on COD shipments 
handled by motor common carriers.” He cites part of the Commission’s 
report which shows that a survey, conducted in 1947, of all firms against 
which complaints had been filed that they were not paying in the time 
stated in their tariffs, revealed that the average time between collection 
from the consignee and payment to the consignor was 79 days in 1946 
and 74 days in 1947. Some of the amounts were unremitted for five months 
or more. 

The rules as prescribed at the November 25 session read as follows: 


Applicability. These rules and regulations apply to the transportation by 
motor vehicles of COD shipments by all common carriers of property 
subject to Part II of the Interstate Commerce Act, except such transporta- 
tion which is auxiliary to or supplemental of transportation by railroad 
and performed on railroad bills of lading, and except such transportation 
which performed for freight forwarders and on freight forwarder bills of 
lading. 


Tariff Requirements. No common carrier of property subject to the 
provisions of Part II of the Interstate Commerce Act, except as otherwise 
provided (under “applicability” ) shall render any COD service unless such 
carrier has published, posted and filed tariffs which contain the rates, 
charges and rules governing such service, which rules shall conform to 
these regulations. 


Remittance. Every common carrier of property subject to Part II of the 
Interstate Commerce Act, except as otherwise provided (under “applic- 
ability”) shall remit each COD collection directly to the consignor or other 
person designated by the consignor as payee promptly and within ten (10) 
days after delivery of the COD shipment to the consignee. If the COD 
shipment moved in interline service, the delivering carrier shall, at the time 
of remittance of the COD collection to the consignor or payee, notify the 


originating carrier of such remit- 
tance. 


Records. Every common carrier of 
property subject to the provisions of 
Part II of the Interstate Commerce [ 
Act, except otherwise provided 
(under “applicability”), handling [ 
COD shipments as a delivering car- fF 
rier shall maintain a record of all ff 
COD shipments received for deliv- 
ery in such manner and form as ff 
will plainly and readily show the f 
following information with respect f 
to each shipment: (a) Number and > 
date of freight bill; (b) Name and f 
address of shipper or other person f 
designated as payee; (c) Name and 
address of consignee ; (d) Date ship- 
ment delivered; (e) Amount of f 
COD; (f) Date collected by deliver- f 
ing carrier; (g) Date remitted to f 
payee, and (h) Check number or f 


other identification of remittance to — 


payee. 


New Tax Decision 
May Mean Refunds 
Of OPA Payments 


A recent decision handed down by 
Chief Judge Learned Hand of U. S. 
Circuit Court of Appeals for the — 
Second Circuit holds out hope of f 
refunds to taxpayers who paid 
money to the OPA and were denied 
credit for the payment as a business 
expense, according to a story in the 
Daily News Record, New York. 

The case in question concerns a 
textile converter who fixed his ceil- 
ing price on a basis of what turned 
out to be a larger shrinkage allow- 
ance than Regulation 127 allowed. 
The taxpayer made the discovery 
himself, went to the OPA and dis- 
closed the situation. It being im- 
practicable to repay the individual 
customers who had paid the over- 
charges, it was decided that the tax- 
payer should pay the overcharges 
to the United States. This was done 
and the matter was closed. 

The taxpayer then attempted to 
deduct this charge in his tax returns 
as an “ordinary and necessary ex- 
pense.” The Commissioner and later 
the Tax Court disallowed the deduc- 
tion, but the Circuit Court sustained 
it unanimously, stating that the pay- 
ment to the government by the tax- 
payer could not be treated as the 
payment of a “penalty.” 
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DEVALUATION 


(Continued from page 11) 


that have ruled since September, 
will eventually become untenable 
unless nations cease to rely on ex- 
change control in the mistaken belief 
that they can thereby avoid the un- 
pleasant deflation of income and 
prices that has made the gold stand- 
ard so unpopular. Exchange con- 
trol imposes austerity by limiting 
imports; but import limitation must 
stop somewhere, and, in the mean- 
time, nothing has been done to cor- 
rect the fundamental maladjustment 
of incomes and prices that discour- 
ages exports. Indeed, exchange con- 
trol, by making imports scarce, 
actually increases the inflationary 
pressure on prices and discourages 
exports still more; money income 
remains the same but there are less 
goods to buy with it. 


HE recent round of devaluations 

was the first deviation into eco- 
nomic good sense in international 
monetary policy since the war. But 
it will be effective only if the debtor 
countries observe our rule three: 
that is, if they hold the line against 
money income increases. And, 
granted this, creditor countries 
must observe rule two and reduce 
their barriers to imports. Given 
these, not impossible, conditions the 
recent devaluations could make a 
real contribution towards interna- 
tional adjustment. 

But more is needed. No one 
knows what the “realistic” rate for 
sterling is while the pound is sub- 
ject to exchange control and has 
strictly limited convertibility. It 
may be that $2.80 in U. S. dollars is 
that rate; but the only way to find 
out is to make the test. And so of 
course with the other currencies of 
the world. That is what was done in 
effect in 1920-25. 

The preliminary adjustment to a 
realistic rate is prerequisite to the 
fixing of stable par values. Once 
this has been done, through the free- 
ing of exchange rates from controls 
(except for some pegging against 
temporary movements) the gold 
standard or its equivalent (controls 
limited to pegging) could be re- 
established with some hope of suc- 
cess. The process could be made 


consistent with the Fund agreement 
by having the Fund grant all its 
members a certain period during 
which they might, like some mem- 
bers today, have no par value regis- 
tered with the Fund. Then, once 
this period was over, the Fund could 
make sure that income and prices 
were kept in proper alignment by 
refusing to sanction exchange con- 
trols for any purpose. Thus the 
rate could be maintained by pegging, 
but the government’s ammunition of 
gold and foreign exchange would 
soon run out unless appropriate 
measures of deflation or (in ex- 
treme cases) of devaluation were 
adopted by a country with a Balance 
of Payments deficit. 


HERE is reason to believe that a 

program of this sort would so 
restore confidence within the cred- 
itor or surplus countries (notably 
of course the United States) that 
rule two, governing the correct be- 
havior of creditors, would be far 
easier to observe. This would be 
especially true of the effect of such 
a program upon private interna- 
tional investment. But fiscal and 
tariff policy would be important as 
well, if debtor countries are to main- 
tain their “realistic’ par values 
without needless austerity and pos- 
sibly unemployment (such as oc- 
curred in England in the 1920's). 

The United States tariff is by no 
means the cause of the dollar short- 
age, in spite of some critics. In- 
deed the tariff has been reduced 
deliberately through the Reciprocal 
Trade Agreements program, and 
automatically through the effect of 
rising prices upon duties levied by 
weight or measure rather than by 
value. The average level of the 
tariff is actually below the Under- 
wood Tariff of 1913; but rates on 
certain commodities are still high. 
Moreover some of these duties are 
on precisely those things that deficit 
countries need very badly to export 
for dollars. Like Britain in the 
19th century, American today is in 
the happy position where freer 
trade would not only benefit the 
world outside, but would be of im- 
mediate and obvious benefit within 
her own economy. 

Even a complete removal of the 
U. S. tariff would not, I am con- 
vinced, eliminate the dollar shortage. 
But it would make far easier the 
kind of policy which, I have argued, 
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is prerequisite to any fundamental 
adjustment or final remedy. Sub- 
stantial U. S. tariff reduction would 
remove a popular excuse for in- 
action; and, more important still, it 
would help to make right policy even 
more effective in achieving Balance 
of Payments equilibrium. 


E return then to the triad of 
rules with which we began. 

1.) Loans and gifts must be 
used to restore productive 
power after war; but with the 
restoration of productive 
power, 

2.) Creditor countries must adopt 
appropriate policies of inter- 
national investment and freer 
trade to maintain demand for 
the debtor’s goods and secur- 
ities; and 

3.) Debtor countries must accept 
the discipline if not the reality 
of the gold standard and 
adapt their prices and money 
incomes to competitive re- 
quirements in international 
trade. 


Specifically the first rule has been 
well observed in Canadian and U. S. 
loans and gifts to Europe, and more 
recently by the generous provision 
of Marshall aid by the United 
States. All this aid combined with 
the efforts of the Europeans them- 
selves has resulted in a most grati- 
fying increase in productivity. But 
rules two and three still remain on 
our list of unfinished business. I 
have suggested how I think the 
recent devaluations might be turned 
to account in a more ambitious pro- 
gram. But, whatever program is 
adopted, a frank facing up of these 
necessities of international equilib- 
rium must precede the final solution 
of the dollar problem. And solving 
the “dollar problem,” as I have de- 
fined it, must itself precede our 
return to a healthy world economy. 


o 

New Orleans: The annual meeting of 
the New Orleans herd of the Royal Order 
of Zebras was held November 17 in the 
Stein. Room of the Jackson Brewing 
Company. Fourteen new Zebras have 
joined the herd during 1949. 

New officers were elected for 1950: 
Monroe Hatch, Superzeb; L. F. Salathe, 
Most Noble Zeb; E. C. Blake, Three 
Horse Power Burro; J. E. Hodsoll, 
Royal Striper; Frank S. Bonansinga, 
Keeper of the Zoo, and J. B. Charles, 
Zebratary. 

After the business meeting and election 
a buffet supper was served. 
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The Credit Side of Customer Relations 


(Continued from page 9) 


purposes? These questions are not 
easy to answer. Fortunately, how- 
ever, these problems are likely to be 
most troublesome in the larger and 
more complex companies where as- 
sistance in solving the problems is 
usually most readily available. We, 
for example, found the planning 
division of our sales department to 
be most cooperative and helpful 
when we prepared our manual. They 
were able to take our material and 
put it in the language the salesman 
talks and understands. When the 
time comes to prepare a revised 
edition, we may very likely seek 
additional advice and assistance from 
other quarters—such as the public 
relations department. 

In any event, a carefully pre- 
pared manual of this sort can be a 
great help to you and to your sales- 
men. It can provide the salesman 
with practically all the basic infor- 
mation that he needs in helping you 
to serve your company and your 
customers with maximum efficiency. 


E all know that a manual as 
big as a metropolitan tele- 
phone directory wouldn’t answer all 
the questions that salesmen need to 
have answered about credit. It has 
been the custom of my company for 
a number of years to give the credit 
department a place on the program 
at every major sales meeting. In- 
variably we use all of the time 
allotted to us and sometimes a 
great deal more and no one has yet 
discovered how much time we 
could use profitably because the 
salesmen’s questions have always 
been coming thick and fast when 
we have been forced to adjourn. 
The moral in this is that the 
credit function needs and deserves 
representation on the program at 
company sales meetings. For one 
thing, it is a good idea for the sales- 
men to get to know some of the 
credit people—to find out that they 
are real people who have important 
responsibilities and not just robots 
with green eye shades who take spe- 
cial delight in disapproving credit 
on big and hard-won orders. More 
important than this, participation in 
these meetings helps us to under- 
stand better the problems affecting 
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credit that our salesmen actually 
meet face to face and enables us to 
prepare against these problems in 
the future. But, most important of 
all, by attending these meetings we 
can guide the salesmen to a better 
understanding of what we expect 
of them and why their services are 
of such great importance to us. 


Bot when opportunities of this 
type present themselves we cer- 
tainly ought to do more than merely 
prepare ourselves to answer ques- 
tions. We ought to be ready to pre- 
sent a positive program, which, de- 
pending on the particular circum- 
stances, would serve as an introduc- 
tory course, a refresher or advanced 
instruction in the credit aspects of 
the salesmen’s jobs. We ought to 
put just as much effort into our 
preparation for a meeting of this 
sort as the sales people do if we 
really expect to get the best results. 

Both of these things—credit 
manuals for salesmen and credit 
manager participation in sales meet- 
ings—enable us, through our sales- 
men to do a better job for our cus- 
tomers, to build better customer 
relations through better perform- 
ance of our function. 

Another important way in which 
we can cooperate with the salesman 
is by keeping our records in a cur- 
rent condition, permitting quick re- 
lease of orders for unusual amounts. 
It is no exaggeration to say that 
the credit lines for our customers 
are in most cases substantially in 
excess of their normal needs. It 
helps our district sales offices to 
take care of a customer's require- 
ments if there is to be a special sales 
campaign, for instance. Otherwise, 
the credit department might throw 
a wrench in the machinery if there 
is a delay because of a new investi- 
gation. 


. HAVE given you some of the 
. ways by which we credit people 
at General Foods try to help build 
better customer relations through 
better performance of our function, 
namely : 

The use of the “welcome’”’ letter, 
adding its welcome to that of the 
sales department. 


More personal calls on customers. 

Development of a Credit Manual 
for Salesmen. 

Active participation in _ sales 
meetings, in order to better learn 
the field man’s problems which affect 
our credit function. 

The credit side of customer rela- 
tions must not be overlooked. It is 
our responsibility, as credit people, 
to make certain that we do every- 
thing in our power to earn a credit 
for our firms on our own customers’ 
balance sheets. 

As long as there are customers, 
customer relations, like death and 
taxes, are inevitable. In a buyer’s 
market the nature of these relations 
is of paramount importance, for 
good customer relations and good 
business go hand in hand. 


PSYCHOLOGY 
(Continued from page 14) 


future. This requires a very special 
talent sometimes attributed to econ- 
omists or “fortune-tellers.” 

Most of us carry a lucky piece or 
magic touchstone. I would like to 
share mine with you. Securing a 
financial statement, agreeing on a 
line of credit, collecting an account 
or getting information from a bank 
or another supplier can be easy or 
difficult. 

Have you ever tried to enter a 
stream of traffic from a parking place 
at the curb? The stream appears 
unending. A large truck slows up 
and the driver waves you ahead. You 
appreciate the friendly act. You may 
even revise your opinion of truck 
drivers generally. If it was an At- 
lantic truck you might even buy a 
tank full of Hi Arc. The trite ex- 
pressions of “a smile begets a smile” 
and “one good turn deserves an- 
other” do explain this type of reac- 
tion. 

If your customers believe you 
want to sell them, if customers and 
associates are convinced of your 
sincerity and honesty, if your con- 
duct and manner and the tone of 
your voice and letters persuade the 
other fellow that he is important, too, 
your work will be pleasant, and easy, 
and successful. The application of 
this principle to the solution of traf- 
fic problems, labor problems or in- 
ternational relations would dissipate 
most of the difficulties. I refer to 
simple courtesy. 
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